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FOREWORD 


Hon. Wititam LANGER, 
Chairman, (Committee on the Judiciary, 
United States Senate 

Dear Senator Lancer: Under the provisions of Senate Resolution 
245, 82d Congress, as amended, the Judiciary Committee was directed 
and authorized to make a full and complete examination and review 
of the administration of the Trading With the Enemy Act during the 
period from December 18, 1941, to date. The committee must report 
to the Senate its findings on seven questions propounded by the 
resolution, together with such recommendations as may be deemed 
advisable. . 

There is set forth hereinafter, in detail, the findings of the subcom- 
mittee appointed by vou to conduct this examination 

In the interest of coherence and simplicity of presentation, the 
substance of the report is summarized and, together with the findings 
and recommendations of the subcommittee, set forth in this letter of 
transmittal. 

All statements of fact and conclusions made in this summary are 
subsequently supported by annotation to testimony adduced at the 
hearings held by the subcommittee or to docments of public record. 


SUMMARY 


A background of knowledge of the history of the Trading With the 
Enemy Act is essential to an understanding of the complex issues of 
law, equity, and political philosophy (national and international) 
which are inextricably involved in the administration of vested alien 
assets. 

Historically, Public Law No. 91, 65th Congress (1917), with 
subsequent amendments, to and including section 39, added by 
section 12 of the War Claims Act of 1948, is the legal foundation for 
the seizure and admmistration of enemy property. Some sections 
of the original act are still in effect, sections have terminated, sections 
have been added, and there is doubt of the effectiveness of other 
sections.! 

In time of war or other emergencies, the act conferred upon the 
President, or such agency or person as he shall designate, broad power 
to investigate and regulate transactions in property in which foreign 
countries or nationals of such countries have an interest, and to vest 
(i. e., take title to) such interest. The Act further provides that the 
pro pe rty so ve sted shall be “held, used, administered, liquidated, sold, or 
otherwise dealt with in the interest of and for the be nefit of the United 
States.”’ . 


'See H. Rept. 1507, 77th Cong., Ist sess., p. 2 
2 Italic supplied. 
Ill 
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During. World War I assets of the enemy were vested and admin- 
istered by the Alien Property Custodian under the terms of the act. 
In 1928, following a long and difficult period of administration, which 
culminated in scandals surrounding the disposition of the seized 
assets, Congress determined that the property should be returned to 
those from whom it had been seized after a deduction for administra- 
tive costs. 

At the outset of World War II the President, acting under the 
authority conferred upon him by the Trading With the Enemy Act, 
created by section II of Executive Order No. 9193, the Office of Alien 
Property Custodian. This agency was assigned the function of 
vesting enemy business enterprises, enemy patents, and similar prop- 
erty. ‘The Executive order fixed the boundary between the functions 
of the Alien Property Custodian and those of the Secretary of the 
Treasury under what was known as the ‘freezing control” program 
Division of authority 

Thus, in early 1942, there were two agencies of government charged 
with one primary objective, i. e., control of enemy property in the 
United States for the duration of the war. This division of authority 
gave rise to an extreme difference of opinion between the Office of 
Alien Property Custodian and the Treasury Department as to the 
objective of the vesting program. 

Objective of ve sting policy 

The primary objective—wartime control over enemy property as a 
means of economic warfare—was accepted and endorsed by both 
agencies. 

The Alien Property Custodian (1942-46), primarily responsible for 
business operations, felt that the national interest would be best served 
by disrupting the normal operation of vested business enterprise as 
little as possible. Following this theory, the Custodian often retained 
the services of essential technical personnel in vested business prop- 
erties, whose economic ties with the enemy were thought to be tainted. 
The Tre: asury during the same period violently opposed this course of 
action and, although it did not control business enterprise, made 
every attempt to force the Office of Alien Property to adopt a policy 
designed to cleanse such enterprise not only of foreign ownership but 
of personnel who might in any way be thought to have been associated 
with the enemy. 

The second or alternative objective—disposition of enemy property 
in the United States—involved a question of national policy, which the 
Alien Property Custodian contended was within the competence of the 
Congress to determine—not that of any executive branch of govern- 
ment. 

The subjective concept of the Alien Property Custodian, as the name 
implies, was that property seized was trusteed until determination of 
its disposition by Congress. The Treasury Department as early as 
1943 took a positive view with regard to this alternative objective, 
standing firmly upon the theory that the ultimate disposition of this 

vested enemy property would be complete and irrevocable confisca- 
tion. 

To achieve and guarantee a policy of confiscation, certain Treasury 
officials determined to so arrange the vesting program that Congress 
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would be left no choice in the disposition of the assets involved except 
confiscation.’ 


Consolidation of authority 


Early in the year 1945 the Alien Property Custodian proposed to 
the Secretary of the Treasury that the functions of the Treasury 
Department with respect to enemy assets (intangible pe rsonal prop- 
erty), delegated to that agency for control by “freezing”? under 
Executive Order 8389, be consolidated in the Alien P roperty 
Custodian. . 

This request would appear to be highly inconsistent with the 
Alien Property Custodian’s policy as set forth in his annual reports; 
namely, that the postwar objective of the disposition of enemy prop- 
erty in the United States was an unsettled question which was within 
the competence of Congress to determine. 

If the Custodian held firmly to that belief, the subcommittee finds 
it difficult to understand a request which called for extensive vesting 
of personal property which was merely frozen by the Treasury Depart- 
ment in view of the following statement of the Alien Property 
Custodian in 1944: 

If the property is to be returned it would seem, from the point of view of post- 
war objective, that the Custodian would do well to avoid vesting wherever 


possible; for he would have to divest himself of the property before long. If, 
on the other hand, the enemy property is not to be returned, the Custodian should 
vest all such property under his jurisdiction in order to bring it under the control 


of the Government.' 


Inasmuch as the Custodian has denied any attempt on his part to 
further a policy of confiscation,® the motive for the request of con- 
solidation of the Treasury Department’s freezing powers in the 
Custodian could only have been one of desire for acquisition of 
additional power—the pyramid of bureaucracy. 

Treasury’s confiseatory prograr 

The Treasury Department seized upon the Custodian’s request for 
consolidation of powers as a vehicle for the imposition of a policy of 
confiscation without compensation by executive action alone. 

Motive s for confiscatory p liey 

Although many loyal and capable American citizens in the year 
1945 and today subscribe to the theory of confiscation, it is a fact 
that the policy of confiscation which mene em the Treasury 
Depa rtment ws as controlled through the office of Ha Dexter White. 
Among the individuals in Treasury eseiatian the a are found 
as active participants V. Frank Coe and Harold Glasser. The names 
Sonia Gold and William Ullman are also mentioned. All are indi- 
viduals alleged to have been Communists or Soviet agents in testi- 
mony adduced before various congressional committees. _In addition, 
the Morgenthau plan of 1943 for the postwar treatment of Germany 
supposedly a never-adopted policy of the United States—called for 
the confiscation of external German assets. 

The deliberations of the Senate Internal Security Committee have 
touched upon the influence which the aforementioned individuals 

3 Treasury Department memorandum, dated February 21, 1945, subcommittee hearings, November 16, 
1953 


4 Annual Report, Office of Alien Property Custodian, fiscal year ending June 1944, p. 4. 
§ Subcommittee hearings, November 16, 1953, statement of Mr. Markham. 
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exerted in United States policy. On page 30 of its report entitled, 
“Interlocking Subversion in Government Departments,” the com- 
mittee states that Miss Elizabeth Bentley, in the following testimony, 
gave an extraordinarily revealing glimpse of how the hands of Harry 
Dexter White played with the inner levels of American policy: 


Miss Benriey. No; the only Morgenthau plan I know anything about was the 
German one 


Senator Easttanp. Did vou know who drew that plan? 

Miss BenrLey. Due to Mr. White’s influence, to push the devastation of 
Germany, beca ut ha e Russian unted 

Senator Ir: SON Chat was what the Communists wanted? 

Miss Benriey. Definitely, Moscow wanted them completely razed because 


then they would be of no he ip to the Allie 
Mr. Morri You sav that Harr Dexter Whit worked on that? 


Miss Benriey. And on our instructions he pushed hard. 


Compare the policy of confiscation favored, championed, and 
achieved by the Treasury Department under the supervision and 
direction of White, Coe, and Glasser with the position taken by the 
American Bar Association in its report dated March 1943, as follows: 





Confiscation is contrs o the principles of law. It is contrary to our consti- 
tutional law princi: to t principl f international lav When the 
reign of law for whi ' fighting returns, part injured by confiscation may 
be expected to seek just redress and a just administration of law may be expected 
to award such redress. It has been so in the past and if the basic traditional 
concepts of justice have any meaning it will be so again.® 


(ue stions answere ] by the eramination and review 
in 


The subcommittee proceeded with this im 
ground to determine the questions posed by t 


f 
portant historical back- 
he resolution: 


| ‘“Whethe efficr nt procedures have been used for the prom pt and 
eq vitable adjudication of claims under such act.” 

The subcommittee has determined that there has been no prompt 
adjudication of claims. 

Individuals presently engaged in the adjudication of claims in the 
Office of Alien Property have admitted in testimony that the claims 
vdjudication program will require years for its completion. Former 
Directors of the Office of Alien Property have testified that from 20 
to 50 vears is the minimum estimate to be considered. Regardless of 
the estimates—10, 20, 50, or more years, as the case may be—such 
testimony and the fact that claims filed in 1948 have not yet been 
processed are conclusive of the fact that there has not been and will 
not be a prompt adjudication of claims under the act. 

The subcommittee has determined that there has been no equitable 
adjudication of claims. 

Hundreds of lawyers and claimants throughout the United States, 
Furope, and the Orient have rallied to answer this question in the 
negative, and the hearings of the subcommittee substantiate such 
position beyond question.’ 

Interpretations of existing law as it applies to the adjudication of 
claims under the act have been tortured, unnecessarily restrictive and 
inflexible. Examination and testimony indicate that the flexibility 
necessary for an equitable adjudication existed but was not exercised. 
Inequities were only on rare occasions submitted to the Congress of 


® Rey t \ in B \ 
rly hearings befor beommittee of the Committee on the Judiciary on amendments to 
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the United States. Records of such cases are set forth as examples in 
the body of this report. 


2. “Whether the administration of business enterprises and property 


under such act has been (a) efficient and (b) financially sound.” 


The subcommittee has determined that, without reference to any 
particular case, the administration has been efficient and fins ancially 
sound within the restrictive limits of Government operation. 

Testimony adduced before the subcommittee indicates that the 
operation of business enterprise and property under Government 
control is inefficient and completely lacking in financial ability to 
compete with private enterprise. 


3. “Whether sound poli¢ ies have been used 1 the appointment and 
employment of personnel to administer the act.” 


The subcommittee has determined that the choice and appointment 
of personnel to administer the act apparently followed the usual 
pattern employed by the Government. 

The individuals appointed and employed appear to have been so 
selected upon merit and qualification, rather than upon a political 
basis. This latter statement is, of course, not applicable to the 
Custodians and Directors who, while they may have been individually 
qualified, have been selected upon a political basis. 


4. “Whether sound policies have been used in obtaining the SéT) 1Ce8 
for business enterprises and property t De ing administered under such act. 


The subcommittee has determined that favoritism and _ political 
influence played a large part in the selection of individuals designated 
to perform services for business enterprise and property administered 
under the act. 

Normal business relationships between vested enterprises and indi- 
viduals or organizations rendering services thereto were for the most 
part seve ‘red and re plae ements made on a none ompetitive basis. The 
fees necessarily resulting from these appointments run into astronom- 
ical figures and indicate the necessity for future control of similar 
operations. 

The following quotation from a subcommittee hearing of the testi- 
mony of Harold Horowitz, Government-appointed president of a 
vested enterprise, illustrates the impression left with the subcommittee 
by the various witnesses 


Senator BuTLER. In other words. do vou believe in crony government? 
Mr. Horowitz. I don’t understand the expression, ‘‘crony government,”’ but 
I do understand this, that when you want something done, I am sure you say I 
wonder what friend I can impose on. 
‘nator BuTLER. Do vou impose on them to the extent of putting them on the 


ie of all these companies? You just keep the party right in the family? 
That is what this looks like to me. 
Details of fees paid and an analysis thereof follow in the body of the 
report. 
‘‘Whether the liquidation of vested property has been carried on mn 
a aoematte prompt, equitable, and competitive manner.”’ 
The subcommittee finds that 
(a) The liquidation of enterprises sold as going concerns appears 
to have been generally achieved as promptly as the properties 
were available for sale. 
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(b) The disposition of enterprises placed in liquidation has 
been inexcusably slow. 

(c) There is no evidence that any property has been purchased 
for less than its competitive value. 

(d) Sale of the properties by sealed bids is equitable although 
perhaps not the most remunerative method of disposition. 

Of 433 vested enterprises, 105 were continued as going concerns, 
while the remaining 328 were either in liquidation at date of vesting 
or have been placed in liquidation. Of the 105 continued in opera- 
tion, 50 have been sold, 21 returned to nonhostile persons and one 
company merged with another vested enterprise. Of the 328 enter- 
prises in liquidation only 186 have been completely dissolved. 

In addition, two companies in liquidation have been sold and 19 
have been returned to former owners. The Office of Alien Property 
now holds, as indicated in its most recent report, interest in 33 going 
business enterprises and 121 inactive enterprises in liquidation as of 
June 30, 1952. The injunctive provisions of section 9 (a) of the act 
appear to have prevented a more rapid disposition of such properties. 

However, the disposition of companies placed in liquidation has been 
inexe usably slow. From the dates of assumptions of control to June 
30, 1952, total assets of this classification have been reduced from 
$85,846,000 to $53,451,000. Proceeding at this rate, 50 or more 
additional years will be required for the liquidation of these properties. 


6. “Whether every reasonable and proper effor! has been made to maxi- 
mize the funds to be made available to the War Claims Fund for payment 
of claims of former civilian internees and prisoners of war, as well as 
other categories of claimants.”’ 

The answer to this question is given to a large degree by the con- 
clusions hereinbefore set forth. The lack of promptness in the adjudi- 
cation of claims and the disposition of vested assets has resulted in 
an increased cost of administration of the vested properties. 

Obviously, since the administrative costs of the operation of the 
Office of Alien P roperty are not borne by appropriation from the gen- 
eral funds of the Treasury of the United States, but are authorized 
to be expended from the liquidation proceeds of the vel property 
itself, undue delay in the final disposition of assets direc tly reduces 
the final sum available to the War Claims Fund. 

The subcommittee determined early in its examination that there 
was considerable inefficiency in the organizational structure of the 
Office of Alien Property. The Interim ‘Re port of the subcommittee, 
on pages 75, 76, 77 and 78, called attention to the duplication of 
expenditures occasioned by the maintenance of a large part of the 
functions of the Business Management and Liquidation Section in 
New York. The report stated that the maintenance of the Office of 
the Comptroller in New York rather than in the Washington office 
resulted in an increased operating cost in excess of $100,000 a year. 
The Office of Alien Property concurred in this conclusion and stated 
that the move had not been effected because of lack of space in the 
Washington office and the unavailability of additional quarters. 

The suggested move was subsequently effectuated by the now 
Attorney General at an estimate annual savings of $140,000. 

Other unnecessary duplications of expenses highlighted in the In- 
terim Report will result in a decreased operating expenditure and the 
resultant increase in sums available for the War Claims Fund. 
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7. “Whether proper consideration has been given in such administra- 
tion to the promotion of healthy competition in American industry; and 
scientific and technical discoveries and technological advances have been 
made available to the public on the widest possibl basis consistent with 
the aforementioned objectives” 


Che ee finds that the administration of vested business 
enterprises has been gene — conducted in a manner designed to 
promote healthy competition in American industry. 

This objective has been obtained through attention to the appropri- 
ate provisions of antitrust statutes and through guaranties by con- 
tractual agreement with the purchasers of vested properties. 

"he subcommittee also finds that the patent policy of the Office of 
Alien Property is open to serious question. 

The testimony of Donald C. Cook most effectively sets forth the 
position of the subcommittee with respect to the treatment of certain 
patents and the relation that such treatment bears to healthy competi- 
tion in American industry: 

A policy has been formulated under which the controlled corporations were to 
be required to do certain things First, ‘the original procedure was that they 
would be required to license the patents on a royalty-free nonexclusive basis 
In other words, treat them the same as the so-called loose patents. That in effect 
was taking the patents away from the company and permitting it to use them 
but permitting the whole wide world to use them also Finally, the policy became 
one of requiring the companies to license the patents on a so-called reasonable 
royalty basis, but I think you generally all recognize that there is a very substantial 
difference between licensing a patent on a reasonable royalty basis and licensing 
one on a compensatory basis, compensatory in the sense that the royalties received 
would make up for the Ioss in earnings which would result from the licensing of 
the patents. That policy was formulated on the basis that it was going to pro- 
mote healthy competition in American industry in the language of item 6 of this 
resolution. I would not implement that policy when I was in the office and I 
took the position that instead of having a single overall policy under which the 
captive patents were going to willy-nilly be licensed, it was necessary instead, 
if it were going to be approat hed intelligen tly to consider each patent individ 1ally 
and come to a conclusion as to whether the licensing of that patent was going to 
promote competition in the United States 

One example I used was this General Aniline & Film Corp. had a division, 
Ansco. That was the photographie division of the company. It had patents 
which were valuable patents. If those patents were taken out of General Aniline 

Film and were licensed to everybody willy-1 illv. obviously the two great phot = 
graphic film producing companies in the United States, Eastman and Dupont, 
would now have everything that Aniline had. Since Aniline was a little company 


> 


in a great big industry, was that going to promote competition! Obviously not, 


+ 


it was going to destroy competition, because Eastman and Dupont would now 


have everything that Aniline had. It would have no special situation in the in- 
dustry at all. That is only one example. There were others. So that I dis- 
agreed with the policy which was proposed. I did not follow it. I disagree with 


it today. 
CONCLUSIONS 


The adoption of a policy of confiscation of alien assets which origi- 
nated under questionable guidance, has resulted in a bureaucratic 
agency engaged in the administ ration of an act of Congress which 
now seems inimical to the overall foreign policy of the United States. 

Bills are now pending in both Houses of Congress which are individ- 
ually designed to eliminate some phase of the never-to-end administra- 
tion of the T rading With the Enemy Act or to remedy one of the many 
inequities which have been visited upon American citizens and enemy 
aliens alike under the terms of this statute. Individually, the bills 
merit considered attention—collectively, they do not offer an overall 
remedy. 

42379—54—+—2 
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The Office of Alien Property will continue for years to come; 
systems which may be considered alien to the American ideal will 
continue to benefit as a direct result of inroads made upon the inherent 
rights of the system of capitalism we champion—and the Trading 
With the Enemy Act may operate to destroy the effects of a foreign 
policy designed to build a strong Western Germany and Japan as 
bulwarks against further Communist aggression. 

Furthermore, one must not forget that the present policy of the 
United States Government is to encourage the investment of private 
funds in countries all over the world. A continuance of confiscatory 
policy with regard to alien assets in this country might well find the 
United States faced squarely with the confiscation of billions of prop- 
erty of its own nationals by foreign governments and a precedence for 
such drastic measures set by our own example. 

It is inconceivable that the United States foreign policy can be so 
inconsistent as to be in the position of advancing billions of dollars 
to Germany and Japan and on the other hand continue to administer 
$450 million in assets confiscated from individual citizens of these 
countries on a theory of reparations or deterrent to future war. 

The subcommittee therefore recommends that legislation be drafted 
which will eliminate the inequities, injustices, and inconsistency in 
foreign policy found to exist in the Trading With the Enemy Act 
and its administration. 

Such an ebjective may be accomplished by— 

1. Providing for the return of private property confiscated 
under the act to individuals not convicted of war crimes; holding 
in trust property of individuals under the domination and con- 
trol of governments of Communist and Communist satellite 

nations. 

2. Providing for a reasonable and appropriate charge against 

property so returned as a reimbursement for custodial charges. 

3. Providing for adequate protection of claims pending against 
the confiscate “d assets. 

4. Providing for retention of the property of former enemy 
governments. 

5. Providing the President of the United States with the dis- 
cretionary power, upon a finding of national interest, to dispose 
of alien holdings in property located in the : nited States to bona 
fide American purchasers, the proceeds of sale less custodial 
charges to be returned to the alien owners. 

6. Providing for the payment of claims under the War Claims 
Act of 1948 from sources other than funds from confiscated 
property in order that there may be assurance of the satisfaction 
of all legitimate claims which are an obligation of this Goveroment 
to its citizens. 

7. Providing as an addition to item 6, equalization of benefits 
to American prisoners of war taken in Korea with those granted 
to veterans of World War II. Payment of this moral obligation 
of the United States should be made by direct appropriation 
rather than conditioning such payment upon the adequacy of 
an already depleted and uncertain fuad being administered by 
an entirely separate agency. 

Sincere ly, 


Everett McKinuey Dirksen. 
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FINAL REPORT OF THE SUBCOMMITTEE TO EXAMINE 
AND REVIEW THE ADMINISTRATION OF THE TRADING 
WITH THE ENEMY ACT 


(Pursuant to 8S. Res. 245, 82d Cong., 2d sess.., approved March 24, 1952, as 
amended by 8. Res. 47, 88d Cong., Ist sess., approved January 30, 1953, and 
S. Res. 120, approved June 24, 1953 


Since January 20, 1953, the subcommittee, under the chairmanship 
of Senator Everett McKinley Dirksen, of Illinois, has conducted public 
hearings and held executive sessions which have been designed to 
place on record certain conclusions stated in the interim report, 
prepared under the chairmanship of the late Senator Willis Smith, 
of North Carolina, and further for the purpose of making available 
information in the files of the subcommittee which has a bearing on 
legislation now pending for consideration in the Committee on the 
Judiciary. The accomplishments or results of the investigation have 
not been limited to intangibles. 


ACCOMPLISHMENTS OF THE SUBCOMMITTEE TO DATE 


First: Consolidation of office s 

In the interim report of the subcommittee, transmitted to the Com- 
mittee on the Judiciary on January 16, 1953, the following statement 
was made with regard to the maintenance of the Comptroller’s Office 
in New York City by the Office of Alien Property: 

As all accounting for the Office of Alien Property, other than the administrative 
expenses, is handled by the Comptroller’s Office in New York, information re- 
quired by the various branches and sections of the Washington office must be 


requested, either by correspondence or telephone. Formal preparation of re- 
quested data must be made by the Comptroller’s Office and forwarded to the 
Washington office or, if time is the essence, it necessitates additional phone calls 
to transmit the information required. Delays are experienced, errors creep in, 


and in many cases it requires travel between the two offices for the purpose of 
compiling the data required. 

All of these conditions contribute to an overlap of work and the need for addi- 
tional personnel. A general increase in cost, other than the direct costs necessary 
for the maintenance of the two offices, is apparent due to operating the offices 
independently of each other. 

1 
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Investigations made by the staff of the subcommittee reflected 
that for the fiscal years 1950, 1951, and 1952, the Office of Alien 
Property expended the sum of $5,500 per year for toll calls between 
New York and Washington offices. In addition, the sum of $7,500 
per year was paid as the cost of rental for a tie line between Washing- 
ton headquarte rs and the New York office. The average rent paid 
for the space oce upie d by the New York office was $75,000 per year. 
A large portion of the administrative expenses incurred annually by 
the Office of Alien Property were actually incurred by the New York 
office. It was the conclusion of the subcommittee that a large portion 
of such administrative expenses, in addition to annual rentals, could 
be conserved and transferred to the war claims fund if a consolida- 
tion of the Washington headquarters and the Comptroller’s Office in 
New York were made. 

In testimony be ay the subcommittee on February 20, 1953, Paul 
V. Myron, De ‘puty Director, Office of Alien Property, testified that 
the ¢ ‘omptrolle rs ( )ffice was established in New York prior to October 
1946 and during the time when alien property matters were handled 
by the independent office of Alien Property Custodian. He repeated 
the often stated exe use that the ( ‘omptroller’ s Office was not brought 
to Washington, D. C., because of the unavailability of space in the 
HOLC Building, the headquarters of the Office of Alien Property. 
Mr. Myron further testified that there were 2 or 3 occasions on which 
the Office of Alien Property had consulted the Attorney General for 
the purpose of finding space in order to effect a consolidation of the 
offices and that it was his understanding that the consolidation did 
not take place because of the impossibility of securing adequate space. 

On May 12, 1953, William P. Rogers, Deputy Attorney General, 
Department of Justice, advised as follows: 


I am pleased to advise you that in line with the discussions before your sub- 
committee, the Department of Justice has determined to move the Comptroller’s 


Branch of the Office of Alien Property. The move is being made during the 
week of May 11 to 16, after which time Office of Alien Property personnel in New 
York City will be reduced to 4 or 5 employees who will be engaged i narily in 
activities connected with the supervision of vested enterprises in the New York 
area. These employees will be located in the offices of the United States attorney, 
United States Courthouse, Foley Square. 

It is believed that the greater efficiency resulting from the transfer of the 
Comptroller’s Branch to Washington will permit the consolidation to be accomp- 
lished without the use of additional space in Washington. The Office of Alien 


Property estimates that after the initial cost of the move is absorbed, the savings 
effected by the closing of the New York office will be approximately $140,000 
per vear 

Continuing thought is being given to other possible changes that have been 
discussed before your subcommittee and, upon determination that any such 
changes will result in more economical administration of the Office of Alien 
Property without impairment of efficiency, they will be promptly placed in effect. 


This consolidation was effected in the same quarters which have 
always housed the Office of Alien Property. It could have been done 
years ago without impairing the efficiency of the organization. 
Second: Payment of war claims 

The interim report further stated: 

* * * The Comptroller has been negligent in the maintenance of the account- 
ing records in accordance with the act, and the Office is in serious trouble if funds 
have been transferred to the war claims fund in excess of the net proceeds after 


administrative expenses have been charged against the free balances in the alien 
account, 
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Section 39 of the Trading With the Enemy Act provides that the 
‘net balances’ from the liquidation of alien property be transferred 
to the war claims fund. Under the direction of this section of the 
act, the Office of Alien Property made six separate advances to the 
war claims fund: 


1. June 21, 1949 ) _ $25, 000, 000 
2. Mar. 13, 1950... _ 15, 000, 000 
3. Oct. 2, 1950 mt 5 20, 000, 000 
4. Mar. 29, 1951 4 30, 000, 000 
5. Aug. 1, 1951 30, 000, 000 
6. May 23, 1952__ 30, 000, 000 

Total . eee s é _ 150, 000, 000 


Mr. Myron also testified on February 20, 1953, concerning the $150 
million transferred to the war claims fund. He stated that awards 
under the War Claims Act of 1948 proceeded more rapidly than the 
liquidation of alien properties and that as of March 11, 1953, the 
Office of Alien Property had a balance free and clear of litigation of 
approximately $120 million for credit against the advances of the 
$150 million. 

Subsequently, at a conference held on March 27, 1953, which was 
attended by representatives of the War Claims Commission, the 
Department of Justice, and this subcommittee, Edward A. Hayes, 
chief counsel to the subcommittee, asked counsel for the Office of 
Alien Property whether that Office had yet determined how much 
had been realized from the liquidation of assets which could be said 
to be free balances. Counsel replied that the Office of Alien Property 
had just completed an IBM check on 16,000 accounts which, in the 
view of the Office, were free and clear from all claims. The proceeds 
realized from these assets, after deducting charges such as taxes and 
pro rata administrative expenses, amounted to approximately $116 
million. This figure is $4 million less than the estimate presented to 
the subcommittee some 2 weeks earlier, and is illustrative of the 
absolute inability of the Office of Alien Property to ascertain the cor- 
rect status of its accounts. 

As of March 27, 1953, there can be no doubt that approximately 
$34 million had been transferred to the war claims fund which the 
Office of Alien Property could not say was free and clear from all 
claims and, therefore, transferable under the provisions of section 
39 of the act. 

On March 27, 1953, the Department of Justice notified the War 
Claims Commission that it could not, in the near future, make addi- 
tional deposits into the Treasury for the war claims fund. 

The subcommittee felt strongly that it should highlight the serious 
problem which was raised by the transfer of funds without authority 
under the provisions of section 39. Had this condition been allowed 
to continue, it is not inconceivable that transfers could have been 
made in excess of the ultimate net realized from the liquidation of 
alien preperties and that Congress might then have been called upon 
to meet with appropriations the unpaid claims of litigants who under 
judicial and administrative determination might be entitled to recover 
property seized from them without legal basis. In effect, simply 
put, the Office of Alien Property and/or the Department of Justice, 
acting as trustee, violated their fiduciary duty as a trustee and jeo- 








| TRADING WITH THE ENEMY ACT 
pardized the rights of innocent individuals who had already suffered 
immeasurably as a result of the wartime seizure of their property. 
The chairman of the subcommittee immediately took steps to 
amend section 39 in such a way that the interest of claimants to vested 
property would not be jeopardized and at the same time funds would 
be immediately available for the payment of adjudicated claims under 
the War Claims Act of 1948, as amended. This was accomplished 
by the passage of Public Law 211, 83d Congress, Ist session, approved 
August 7, 1953, which reads as follows: 


\ Birt To AMEND Section 39 oF THE TRADING WirH THE ENEMY AcT ot 
OcToBER 6, 1917, As AMENDED 


By / vacted by the Senate nd House of Representatives of the United States in 
C'onaress a é bled, That section 39 of the lrading W ith the Enen Act of 
October 6, 1917, as amended, is amended by inserting ‘‘(a)’’ after “See. 39.” 
and by adding at the end thereof the following new subsection: 

b The Attorney General is authorized and directed, immediately upon the 


enact me t of this subseetior to cover into the Treasury of the United States, 


for deposit into the War Claims Fund, from property vested in or transferred to 


him under this Act, such sums, not to exceed $75,000,000 in the aggregate, as 
may be necessary to satisfy unpaid awards heretofore or hereafter made under 
the War Claims Act of 1948 There is hereby authorized to be appropriated to 
the Attornev General such sums as may be necessary to replace the sums deposited 


by him pursuant to the foregoing sentence.’’ 


The subcommittee feels that the problem was met as it should have 
been originally, that is, by authorizing the appropriation of such 
funds as may be necessary to pay all allowable claims under the War 
Claims Act of 1948, as amended, without hinging the determination 
of such deserved and already delayed payments upon the uncertainty 
of a continuous flow of necessary funds realized from confiscated 
assets under the provisions of section 39 of the Trading With the 
Knemy Act 


Th rd: Claims recommendation 
The interim report also stated: 


The Debt Claims Section of the Office of Alien Property is overwhelmed with 
claims, and apparently no thought has been given, nor is it intended to be given, 


to a summary handling of verified small claims. 


This statement is substantiated by the testimony of Thomas H. 
Creighton, Jr., Chief, Claims Branch, Office of Alien Property, before 
the subcommittee on February 26, 1953, when he stated: 

oa ink, under the present statute, that there will never co 
to the debt claim program of the Office of Alien 


| 


me an end 


Dp , 
Property. 


Further testimony of Mr. Creighton indicated the desirability of 
excluding from the provisions of section 34 the following categories 
of debt claims: 

(1) Those based on obligations asserted against foreign govern- 
ments, their political subdivisions, agencies, or instrumentalities, 
except for such claims as are entitled to any of the first three 
priorities specified in subsection 34 (g) (namely, wage and salary 
claims not to exceed $600, certain claims in favor of the United 
States, the claims for services, rents, goods, and materials); and 

(2) Those based on foreign currency obligations. 

A bill (S. 2231) was introduced by the subcommittee’s chairman 
which has as its objective administrative relief for the overburdened 
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claims section of the Office of Alien Property. This proposal was 
reported, without amendment, from the Committee on the Judiciary 
on May 23, 1953 (Rept. No. 616), and is now pending on the Senate 
Calendar (Calendar No. 620) 


Unirep Stares Pouicy ror TREATMENT OF Enemy Property, 1917 
ro DaTrR 


The complete examination and review of the administration of the 
Trading With the Enemy Act required a detailed study of the manner 
in which the act, originally an economic measure, became a punitive 
statute under which certain citizens of the former enemy countries 
are charged reparations for the war crimes of their totalitarian gov- 
ernments. 

The results of the study are set out hereinafter so that the implica- 
tions of the far-sweeping results of the policy followed by the United 
States, since the year 1945, with regard to alien property may be 
completely understood. 


THE TRADING WITH THE ENEMY ACT DURING WORLD WAR I 


The Trading With the Enemy Act of October 6, 1917,’ was an ex- 
ercise of the war powers of Congress set forth in article I, section 8, 
of the Constitution, including the power to make war and to enact 
the laws necessary to make war. The act was a codification of the 
rules pertaining to ehemy property and transactions with enemies 
which had been followed under common law and statute of previous 
wars.” 

In its original form the act was a relatively concise statute of 19 
sections. Its narrow definitions of “enemy” included the government 
of any country with which the United States is at war, corporations 
organized under the laws of any such country, individuals resident in 
enemy or enemy-occupied territory engaged in business in such terri- 
tory, and any citizen of an enemy country cieaca resident if 
President by proclamation declared him an enemy. The act au- 
thorized the seizure of their property located in the United States and 
for the administration of the se ized property pe nding whatever dis- 
position Congress would later direct. Further, it provided in section 
9 (a) for a remedy whereby a person not an enemy, whose property 
had been erroneously seized, could bring a suit in the Federal courts 
to obtain a return of his property. 

Within a year from its enactment, the act began to undergo the 
process of amendment which has since changed it into an extremely 
complicated statute of some 39 sections, with additional indirect 
amendments of ean complexity. The first se ‘ries of amendments 
merely increased the Custodian’s authority to administer and liquidate 
the vested property. After 1920, however, the amendments princi- 
pally related to disposition of the vested property, beginning with 
the joint resolution terminating the First World War, which directed 
that the property be held as security for Germany’s payment of 
American war claims. In 1923, an amendment, the Winslow Act, 
provided for return of vested property up to $10,000 in value to its 


140 Stat. L. 411 
?P.1, Annual Report, Office of Alien Property Custodian, 1944, 
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former owners, and for return of income on vested property up to the 
same amount. In 1928 the Settlement of War Claims Act provided 
for the return of all vested property up to 80 percent of its value, and 
directed that the remaining 20 percent be paid into the Treasury to 
be held as a special account for the payment of the war damage 
awards of the Mixed Claims Commission. 

In 1934 the process of return of vested property was halted by 
enactment of the Harrison resolution which prohibited payments to 
Germans so long as Germany defaulted on her war debt. This 


substantially ended the anactment of amendments relating to World 
War I. 


THE TRADING WITH THE ENEMY ACT DURING WORLD WAR II 


At the outbreak of war in December 1941 there was in existence a 
Trading With the Enemy Act consisting of 30 sections, nearly all of 
which had some relationship not only to the seizure and control of 
enemy prope! but also to the program of return of that property 
sre h followe d Worl { War Il. Congressional consideration of the act 

December 1941 resulted in the amendment of section 5 (b) of the 
me by passage of the First War Powers Act of 1941.° 

This exceedingly important amendment provided the basis for 
World War II vesting action, and raised complicated legal problems 
which formed the basis of the principal litigation during the war. 
The amended subsection not only broadened the authority in the old 
act to control enemy and foreign property in time of war, but in addi- 
tion, it authorized the vesting of ‘“ * * * any property or interest 
of any foreign country or national thereof * * * ”, to be “ * * * 
held, used, administered, liquidated, sold, or otherwise dealt with 
the interest of and for the benefit of the United States * * * ” 

In 1946, section 32 was added to the act to provide for administra- 
tive return of certain vested property. Under this section, citizens 
of friendly countries who are enemies under section 2 of the act solely 
because of their residence in enemy-occupied territory, as well as 
enemy citizens who had been persecuted for political, racial, or re- 
ligious reasons, can have their former property returned to them. 
Section 32 provides, however, that such property can be returned only 
if the return is found to be in the interest of the United States.® 

In 1946, Congress also added section 34 to the act, further disposing 
of creditors against the former owners.’ In 1947, section 32 was 
amended to authorize the return of vested property to Italian nationals 
as part of a general settlement aimed at the economic rehabilitation 
of Italy... Finally, by the War Claims Act of 1948, Congress added 
section 39 to the Trading With the Enemy Act, which states that 
there shall be no return of German and Japanese property and that 
no compensation shall be paid for such property. Section 39 also 
provides that the net proceeds remaining upon completion of the 
administration, liquidation, and disposition of vested German and 
and Japanese property shall be covered into the Treasury for the 
benefit of the war claims fund from which American servicemen would 


$ Public Law 122, 70th Cong, 

‘ Public Resolution 53, 73d Cong, 

§ Title 50, appendix U.S. C., see. 5 (b) (1 
660 Stat. 50. 

760 Stat. 925. 

§ 60 Stat. 784. 
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be compensated for hardships, et cetera, suffered in enemy prison 
camps and religious organizations would be compensated for property 
damage caused by enemy aggression. These war claims are pres- 
ently administered by the War Claims Commission.® 


THE OFFICE OF ALIEN PROPERTY CUSTODIAN AND THE OFFICE OF ALIEN 
PROPERTY 


Pursuant to the provisions of the Trading With the Enemy Act, the 
President, on March 11, 1942, by Executive Order 9095, established 
the Office of Alien Property Custodian, and authorized the Custodian 
to vest in himself any property or interest therein of any foreign 
country or national, 

The Office of Alien Property Custodian was from that date until 
March 27, 1944, headed by Leo T. Crowley. James E. Markham 
succeeded Mr, Crowley as Custodian and served until October 15, 
1946, 

During October 1946 the Office of Alien Property Custodian was 
abolished and its functions and property were transferred to the Office 
of Alien Property on October 15 of that year. The Office of Alien 
Property was designs sted as a division of the Department of Justice 
with the Director of the Office holding the title of Assistant Attorney 
General. The eee of the Trading With the Enemy Act 
has since been carried out by that Office under the direct supervision 
and control of the Attorney General of the United States. 

Donald C. Cook was appointed Director of the Office of Alien Prop- 
erty with the wile of Assistant Attorney General on October 15, 1946. 
He served until June 1, 1947. Mr. Cook was succeeded by David L. 
Bazelon, who resigned October 31, 1949. Harold I. Baynton then 
served as Acting Director until October 1951, being succeeded by 
Dr. Rowland F. Kirks."® 

On February 11, 1953, Dr. Kirks resigned to return as dean of the 
school of law, National University, Washington, D.C. The first and 
present Director under the Republican administration is Mr. Dallas 8. 
Townsend, prominent New York attorney. 


VESTING POLICY OF THE OFFICE OF ALIEN PROPERTY CUSTODIAN AND 
THE OFFICE OF ALIEN PROPERTY WARTIME VESTING POLICY MARCH 
11, 1942, TO JUNE 8, 1945 


As early as the year 1940, the United States Government took steps 
to immobilize or freeze assets in the United States, —_ <1 by nationals 
of foreign countries, in order to prevent their use by Nazi Germ: ny. 
The Secretary of the Treasury, Henry A. Morge nthau, Jr., was dele- 
gated authority to administer this freezing program 

With the passage of the First War Powers Act of December 1941, 
Congress granted the President wide powers, including authority to 
vest the property of foreign nationals, and, as a result thereof, Presi- 
dent Franklin D. Roosevelt delegated his authority to vest property 
to the Alien Property Custodian by Executive Order 9095, dated 
March 11, 1942. 

9 62 Stat. 1216 


10 United States Government Organization Manual, 1952-53. Annual Reports, Office of Alien Property 
Custodian and Office of Alien Property. 
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To settle a conflict which then arose as to the authority of the Alien 
Property Custodian, under Executive Order 9095, and the Secretary 
of the Treasury, under Executive Order 8389, it was proposed to the 
President that Executive Order 9095 be revised to distinguish clearly 
between the types of property to be vested and the types to merely 
remain frozen. 

On July 6, 1942, the President issued Executive Order 9193 which 
defined in detail the powers and duties of the Alien Property Custodian 
and the separation of authority between the Custodian and the 
Secretary of the Treasury in the field of foreign- and enemy-owned 
property 

Under this order the Alien Property Custodian was given authority 
to direct, manage, supervise, control, and vest the follow ing’ properties: 

1. Any business enterprise within the United States which is a 
national of a designated enemy country 

2. Any other property within the United States owned ot 
controlled by a designated enemy country or national thereof, 
not including in such othe r property, howe et cash, bullion, moneys, 
currencies, de posits, credits, credit instruments, fore ign ex hange and 
securities,!' except to the extent that the Alien Property Cus- 
todian determines that such cash, bullion, moneys, currencies, 
deposits, credits, credit instruments, foreign exchange and securities 
are necessary for the maintenance or safeguarding of other 
property belonging to the same designated enemy country or the 
same national thereof. 

3. Patents, patent applications, trade-marks, and so forth, in 
which any foreign country or national thereof has any interest. 

t. Any ship or vessel, or interest therein, in which any foreign 
country or national thereof has any interest. 

5. Any property of any nature whatsoever which is in the 
process of administration by any person acting under judicial 
supervision or which is in partition, libel, condemnation or other 
similar proceedings and which is payable or deliverable to, 
or claimed by, a designated enemy country or national thereof. 

It is important to note that this order withheld from the Custodian 
the authority to vest all “cash and securities,’ and that these re- 
mained under the blocking controls of the Treasury Department, 
under Executive Order 8389, as amended. 

The reason for this distinction is well phrased in the Report of the 
Alien Property Custodian submitted June 30, 1943, to the President 
and to the Congress by Mr. Leo T. Crowley. In the report, Mr. 
Crowley stated: 

Wartime control over enemy-owned property serves the double purpose of 
eliminating any benefit to the enemy from these assets and of making available 
productive enterprises and strategic materials to promote our own war effort. 
In addition, wartime control is essential to prevent property from becoming 
derelict 

In contrast with the method of handling enemy property that was followed 
during the last war, a distinction has been drawn this time between two broad 


classes of property. Cash and investment securities not involving control over 
specific productive assets, have been placed within the jurisdiction of the Treasury 
Department. Other types of property, particularly productive assets, which 


must not only be kept from the enemy but which also must be positively controlled 


if they are to continue as parts of our economy system, have been placed under 
jurisdiction of the Office of Alien Property Custodian.!2 


1! Italic supplied 
2 Annual Report, Office of Alien Property Custodian, March 11, 1942, to June 30, 1953, page 2. 
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Mr. Crowley explained the policy of the Office of Alien Property 
as follows: 


It remains for Congress to determine the ultimate disposition of enemy property 
subjected to the control of this office In the meantime. the funetions of the 
Custodian are twofold—to search out and s enemy property and property 
interest, and to administer these and supervised properties in such a way that 
the American economy and the American war effort will derive the maximum 


benefits of control.) 
The distinction in policy was further discussed in the Annual Report 
of the Alien Property Custodian for the vear ending June 30, 1944, in 


l 


which the then Custodian, James E. Markham, stated: 


There are two main types of possible objectives of the control of enemy pro 
erty in the United States in time of war Wartime objectives, which include the 
exploitation to the full of all enemy property in this country in the interest of tl 
United States for the duration of the war: and postwar objectives, which invé 
the disposition of this property or its proceeds after the war 

* x 
The postwar objectives involve an undecided question of national policy which 


is within the competence of the Congress and not of the Custodian 


RECOMMENDATION FOR THE DISPOSITION OF VESTED PROPERTY MADE 
DURING THE PERIOD 1942—45 
Morag nthau plan 
Senate Document No. 123, Slst Congress, entitled “A Deeade of 
American Foreign Policy, 1941-49,” reports on page 502 thereof the 
Morgenthau plan, 1943. The plan, under the caption ‘Restitution 
and Reparation,” provided: 


Reparations in the form of future payments and de should not | ( 
manded festitution and reparatior ill be eff 1 by ransfel is 
German resources and territories, e. 2 

a) by restitution of property looted by the Germans in territories occupied 
by them 

b) by transfer of German territory and German private rights in industria 
property situates such territorv to invaded countries and the internationa 





: 
I i 

organization under the program of partit 
bv the removal and distribution among devastated countries of indus 





trial plants and equipment situated within the International Zone and the 
north and south German States delimited in the section on partition; 

d) by forced German labor outside Germany; and 

e) by confiscation of all German assets of ar cha { whatsoever out ie 


Germany.'4 

The publication states that the Morgenthau plan was taken to 
Quebec by President Roosevelt and Mr. Morgenthau in August 1943 
and there provisionally approved by President Roosevelt and Prime 
Minister Churchill. The plan was never adopted as the policy of the 
United States nor issued as an official document of the United States. 

Nevertheless, as shown hereinafter, the Treasury Department under 
Mr. Morgenthau was instrumental in making that part of the plan 
concerning German external assets the policy of the United States. 


| 
’ 
) 


Bentley testimony on the Morge nthau plan 

The Senate Judiciary Subcommittee To Investigate the Administra- 
tion of the Internal Security Act and other Internal Security Laws 
issued a report dated July 30, 1953, entitled ‘‘Interlocking Subversion 
in Government Departments.” 





Annual Report, Office of Alien Property Custodian, Mar 11, 1942, to Ju 30, 1953, page 3 
‘ Italic supplied The plan is also reported under the cla ’ ret” in the book Ge ny 
Is Our Problem, by Henry Morgenthau, Jr., copyrighted 
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On page 30 of the report, it is stated that Miss Elizabeth Bentley in 
her testimony gave the subcommittee an extraordinarily revealing 
glimpse of how the hand of Harry Dexter White, Assistant Secretary 
of the Treasury Department, played with the inner levers of American 
policy. 

The following is quoted from the report: 

Miss BENTLEY. No; the only Morgenthau plan I knew anything about was 
the German one. 

Senator EastLaNp. Did you know who drew that plan? 


Miss Bentiey. Due to Mr. White’s influence, to push the devastation of 
Germany because that was what the Russians wanted. 
Senator Feracuson. That was what the Communists wanted? 


Miss BentTLEY. Definitely Moscow wanted them completely razed because then 
they would be of no help to the allies. 

Mr. Morris. You say that Harry Dexter White worked on that? 

Miss Bentiey. And on our instructions he pushed hard (IPR, p. 419). 

+ + * * * * * 

Senator KastTLaNp. What you say is that it was a Communist plot to destroy 
Germany and weaken her to where she could not help us? 

Miss RentTLEY. hat is correct. She could no longer be a barrier that would 
protect the Western World. . 


Re port of the An erican Bar Association 

On March 29, 1943, the house of delegates of the American Bar 
Association approved the recommendations of its committee on 
custody and management of alien property, which reported as follows: 


Confiscation is contrary to the principles of law. It is contrary to our constitu- 
tional law principles, and to the principles of international law. When the reign 
of law for which we are fighting returns, parties injured by confiscation may be expected 
to seek just re lress; and a just administration of law may be expected to award such 
redress. It has been so in the past, and tf the basic traditional concepts of justice have 
meaning, it will be so again.'5 


The same report of the committee on the custody and manage- 
ment of alien property also set forth the United States historie policy 
of nonconfiscation of enemy private property. ‘The report states: 


From the inception of our history as a nation it has been a tradition to regard 
the private property of citizens of enemy states as immune from confiscation, 

Alexander Hamilton, in defense of article X of the Jay Treaty of 1794 (Works of 
Alexander Hamilton, Lodge’s edition, vol. V., pp. 412 et seq.), wrote as follows: 

“No powers of language at command can express the abhorrence I feel at the 
idea of violating the property of individuals, which in an authorized intercourse 
in time of peace has been confided to the faith of our government and laws, on 
account of controversy between nation and nation. In my view, every moral 
and every political sense unite to consign it to execration.” 

Chief Justice Marshall, in United States v. Percheman (7 Pet. 51, 86), said that, 
even in case of conquest, ‘the modern usage of nations, which has become law, 
would be violated; that sense of justice and of right which is acknowledged and 
felt by the whole civilized world would be outraged, if private property should 
be generally confiscated.” 

John Bassett Moore, in his Digest of International Law, volume 7, pages 312 
and 313, says that the correct modern view is that enemy private property ought 
never to be confiscated and that the exercise of the right is both ancient and 
barbarous 

In Techt v. Hughes (229 N. Y. 222), where the plaintiff was an Austrian, Judge 
Cardozo stated (pp. 244-245) as follows: 

“The plaintiff is a resident; but even if she were a nonresident, and were within 
the hostile territory, the policy of the nation would not divest her of the title where 
acquired before the war or later. Custody would then be assumed by the Alien 
Property Custodian. ‘The proceeds of the property, in the event of sale, would 


16 Annual Report of the American Bar Association, 1943, p. 454. Italic supplied. 
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be kept within the jurisdiction. Title, however, would be unchanged, in default 
of the later exercise by Congress of the power of confiscation (40 Stat., ch. 106, 
pp. 416, 424), now seldom brought into play in the practice of enlightened nations 
(2 Westlake Int. L. 46, 47; Brown v. U. S., 8 Cranch, 110).” 

When the Trading With the Enemy Act of October 6, 1917, was originally en- 
acted, the report of the Committee on Commerce (65th Cong., Ist sess., Rept. 
No. 113) contained the following statement: 

‘“* * * Under the old rule warring nations did not respect the property rights 
of their enemies, but a more enlightened opinion prevails at the present time, and 
it is now thought to be entirely proper to use the property of enemies without 
confiscating it.” 

Secretary of State Hughes in his address at Philadelphia, November 23, 1923 
(the American Journal of International Law, vol. XVIII, 1924, p. 531), declared: 

‘‘A confiscatory policy strikes not only at the interest of particular individuals 
but at the foundation of international intercourse, for it is only on the basis of the 

security of property, validly possessed under the laws existing at the tim® of its 
acquisition, that the conduct of activities in helpful cooperation, is possible * * *. 
Rights acquired under its laws by citizens of another state (a state) is under an 
international obligation appropriately to recogn ize. It is the policy of the United 
States to support these fundamental principles.’ 

Secretary Hull, on May 27, 1935 (the American Journal of International Law, 
vol. 37, January 1943, p. 94), said as follows: 

“Such action would not be in keeping with international practice and would 
undoubtedly subject this Government to severe criticism. Moreover, the con- 
fiscation of these private funds by this Government and their distribution to 
American nationals would react against the property interests (some very large) 
of American nationals in other countries. It would be an incentive to other 
governments to hold American private property to satisfy claims of their nationals 
against this Government and to pass upon such claims in their own way. It is 
important from my point of view, therefore, that the United States should not 
depart in any degree from its traditional attitude with respect to the sanctity of 
private property within our territory whether such property belongs to nationals 
of former enemy powers, or to those of friendly powers \ departure from that 
policy and the taking over of such property, except for a public purpose and 
coupled with the assumption of liability to make just compensation, would be 
fraught with disastrous results.” 

The historic policy of nonconfiscation of enemy property is traced in detail in 
Senate Document No. 181 (69th Cong , 2d sess.), entitled, ‘‘American Policy 

telative to Alien Enemy Property,” by Warren F. Martin, former special assistant 
to the Attorney General, iad J. Reuban Clark, Jr., former Solicitor of the State 
Department. 

On March 10, 1928, the Settlement of War Claims Act was enacted (45 Stat. 
254), which, as the title indicates, provided “for the settlement of certain claims 
of American nationals against Germany, Austria, and Hungary, and of nationals 
of Germany, Austria, and Hungary against the United States, and for the ultimate 
return of all property held by the Alien Property Custodian.” 

The Settlement of War Claims Act was a recognition of the policy of non- 
confiscation and directed the immediate return to the foreign owners of 80 percent 
of their property held by the Alien Property Custodian on condition that said 
owners consent to the retention and use by the United States of the remaining 
20 percent for the purpose of paying claims of American nationals against Germany 

When the Settlement of War Claims Act was under consideration before 
Congress, the re port of the Committee on Finance (70th Cong., Ist sess., S. Rept. 
No. 273) stated that Congress not only had refused to exercise the power of 
confiscation but ‘‘has clearly by legislation asserted its policy to be the very con- 
trary of confiscation.” 

The policy of nonconfiscation was recognized by the United States Supreme 
Court in the case of Cummings v. Deutsche Bank and Disconto Guesellschaft (300, 
U. S. 115, 57 S. C. 359), in which case although the Court held that the title 
acquired by the United States by its seizure under the Trading With the Enemy 
Act was complete, it said as follows (p. 362): 

“Le gis lative his tory and terms of measures passed in relation to alien ene my 
property clearly dise lose that from the beginning Congress intended after the war 
to deal with former owners and, by restitution or compensation in whole or part, 
to ameliorate hardships falling upon them as a result of the seizure of their 
property.” 
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POSTWAR VESTING POLICY OF THE OFFICE OF ALIEN PROPERTY AND THE 
DECISION TO SEIZE AND CONFISCATE ALL GERMAN AND JAPANESE 
EXTERNAL ASSETS AS REPARATIONS 


The division of authority between the Alien Property Custodian 
and the then Secretary of the Treasury remained the same with respect 
to the types of property to be vested and the types to be “frozen” until 
June 6, 1945, when jurisdict ion to vest “cash and securities’? owned by 
Germany or Japan or its nationals was for the first time granted the 
Alien Property Custodian. 

This change of policy from restricted wartime vesting to a postwar 
objective of reparations on the part of the Alien Property Custodian 
was brought about by a joint memorandum submitted to the Presi- 
dent, dated May 30, 1945, which read as follows: 

May 30. 1945. 





Nie yrandum for the President: 

Under Exeeutive Order No. 9193 of July 6, 1942, control of dollar balances, 
eCUrith and other liquid ¢ ets of the enemy countries and their netionals was 
conferred upon the Treasur while the Office of Alien Property Custodian was 
directed to deal with enemy-owned property requiring active management. The 
wrder provides, however if the Treesury should decide to vest any property, 
it shal vested 1 alt with, by the Custodian upon the terms directed 
by the Treasury. Since the allocation of functions between the two agencies, the 
ie sury has ny t vested any property but has relied on it blockin control 


while the Custodian has followed : program of vesting 


We are agreed that the national interest re quires the complete elimination of 
existing German and Japanese interests in property in the United States. If you 
approve, we are ready to join in a coordinated program under which all German 


} 


ana Japa ese property will be ve ted and will be converted i ito cash Aas soon as 


practicable. It is proposed that exclusive authority to vest such property and 
to direct the terms under which it thereafter should be dealt with be conferred 
pon the Custodian by an amendment of Executive Order No. 9193. The 


Treasury) will continue to he respot sibl for developil Lg overall procedures to 
insure that euemy assets held in the names of nationals of liberated or neutral 


countries will not be released under unfreezing programs 
All proceeds of vested property} will for the comeged chess apelin: lage orn 
accounts 1 the Treasury of the United States Although we believe that 
ernmental decision with respect to the final disposition of the funds heal 


e deferred, we feel that American creditors who have claims against any “ rson 
whose property in this country has been vested should be paid on an equitable 
DAs to the extent the vested assets of their debtor permit. The expenses of 
he \lie Property Custodian’s office will continue to be paid out of vested 
propert\ and its proceeds. We are fully agreed that plans for ultimate disposition 
of the funds realized from vested German and Japanese property should make 
no provision for any return or compe nsation, direct or i direct, Dy the T nited 
states to the former owners subject to vour concurrence, it is our intention 
to present these views to Congress in conjunction with legislation which will aid 
in effectuating the program 
If you agree with the program, it is requested that vou sign the attached 
amendment to Executive Order No. 9193.!% 
Josernu C. Grew, 
Acting Secretary of State. 
H. MorGENTHAU, JR., 
Secretary of the Treasury. 
JAMES FE. Markuam, 
Alien Property Custodian 


On June 8, 1945, the President signed Executive Order 9567, which 
delegated to the Alien Property Custodian the authority to vest all 
German and Japanese assets in the United States and the Office of 


A 1al Report, Office of Alien Property Custodian, Fiseal Year Ending June 1945, pp. 2 and 3. 
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Alien Property Custodian and its successor, the Office of Alien Prop- 
erty, have since proceeded to vest regardless of types of property. 

In the Annual Report of the Alien Property Custodian for the year 
ending June 1945, it is stated on page 14: 

The underlying purpose of Executive Order No. 9567, of June 8, 1945, was that 
the property of nationals of Germany or Japan—except for special groups merit- 
ing special treatment—should be retained without compensation to the former 
owners by this Government (gain, the final decision rests with Congress 
The in fluc nce of Harry Derter White. V. Frank Coe, and Harold Glasser 

in pre paring the joint recommendation to the President and in caus- 
ing the adoption of a policy of confiscation 

On June 23, 1953, chief counsel of the subcommittee requested the 
Director of the Office of Alien Property, Department of Justice, to 
make available all files relating to the issuance of the joint reeommen- 
dation of May 30, 1945, to the President that German and Japanese 
interests in property be confiscated 

The Director of the Office of Alien Property subsequently replied 
as follows: 

We have not been able to find in the files of this office any recorded memoranda 
leading up to the memorandum of May 30, 1945, to which you refer, or any 
recorded memorandum following and related to it 

A similar request was made of the Department of State which ad- 
vised that a thorough search of its files revealed only one related 
paper. This was a memorandum dated June 13, 1945, from Harold 
Glasser to the Treasury Department requesting use of State Depart- 
ment cable facilities to inform Treasury representatives in important 
embassy posts of the objectives of the program placed into effect by 
the joint recommendation of May 30, 1945, and Executive Order No. 
9567 which it recommended and which the President signed on June 
8, 1945. Glasser’s cable read in part as follows: 

The objective of the program outlined herein is the complete elimination of 
existing German and Japanese property interests in the United States. 

A complete description of Harold Glasser, White’s assistant in the 
Treasury Department during this period, is later set out. 

The pertinent records were then requested from the Department of 
the Treasury. On November 13, 1953, that Department made avail- 
able a series of letters and memoranda which reflect the negotiations 
between the Office of Alien Property Custodian and the Departments 
of State and Treasury from January 10, 1945, to May 30, 1945, and 
which establish that White, Coe, and Glasser were the motivating 
forces in causing the adoption of a policy of confiscation even though 
contrary to historic policy of the United States. 

During this period, White, as Assistant Secretary of the Treasury, 
was responsible for the Divisions of Monetary Research and Foreign 
Funds Control of the Treasury Department, both of which adminis- 
tered the Trading With the Enemy Act. 

On January 26, 1945, when the Treasury Department began its 
negotiations to force the Alien Property Custodian to join in recom- 
mending irrevocable confiscation of German and Japanese interests 
in property in the United States, the Secretary of the ‘Treasury re- 
affirmed White’s authority over alien property matters by means of 
Treasury Order No. 50 which reads as follows: 
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TREASURY ORDER No. 58 


Effective from and after this date the Division of Monetary Research and 
Foreign Funds Control will continue under the supervision of Mr. Harry D. White, 
Assistant Secretary of the Treasury. t 

Treasury Department Order No. 52, dated April 15, 1944, is superseded, and 
Order No. 56, dated December 1, 1944, is modified by this Order. 

HenrY MORGENTHAU, JR., 
Secretary of the Treasury. 

The activities of Harry Dexter White were vividly portrayed by 
the Attorney General of the United States in his testimony before 
the Senate Internal Security Committee on November 17, 1953. 

In its publication, Ingerlocking Su*version in Government Depart- 
ments, dated July 30, 1953, the same committee furnished the following 
additional information concerning White and Glasser: 


Bentley advised that members of this group told her that Hiss, of the State 
Department, had taken Harold Glasser, of the Treasury Department, and 2 or 3 
others and had turned them over to direct control by the Soviet representatives 
in this country. 

* * * * . * * 


Miss Bentiey. In 1944 I took a group of people I called the Perlo group.* * * 
One of the members of this group was a Mr. Harold Glasser in the Treasury. 
In the process of checking everyone’s past, I found that Mr. Glasser had, at one 
time, been pulled out of that particular group and had been turned over to a 
person whom both Mr. Perlo and Charles Kramer refused to tell me who it was, 
except that he was working for the Russians, and later they broke down and 
told me it was Alger Hiss.” 

* * +. * * * * 

Harry Dexter White was the least productive of the four original sources. 
Through George Silverman, he turned over material regularly, but not in great 
quantity. Bykov fumed, but there was little that he could do about it. Asa 
fellow traveler, White was not subject to discipline. Bykov suspected, of course, 
that White was holding back material. ‘‘Du musst ihm kontrollieren,” said 
Bykov, “vou must control him’’—in the sense in which police control passports, 
by inspecting them. 

I went to J. Peters, who was in Washington constantly in 1937, and whom I 
also saw regularly in New York. I explained the problem to him and asked for a 
Communist in the Treasury Department who could control White. Peters 
suggested Dr. Harold Glasser, who certainly seemed an ideal man for the purpose 
since he was White’s assistant, one of several Communists whom White himself 
had guided into the Treasury Department. 

Peters released Dr. Glasser from the American Communist underground and 
lent him to the Soviet underground. Glasser soon convinced me that White was 
turning over everything of importance that came into his hands. Having estab- 
lished that fact, I simply broke off relations with Dr. Glasser. Later on, was to 
establish a curious link between the underground apparatuses, current and past. 
Testifying before the McCarran committee in 1952, Elizabeth Bentley told this 


story In 1944 she was working with what she identified as the Perlo group 
(after Victor Perlo of the former Ware Group). In the Perlo Group was Dr. 
Harold Glasser At one point, Miss Bentley had made a routine check of the 


past activities of all the group members. The check showed that Dr. Glasser 
had once worked with a man whom both Victor Perlo and Charles Kramer (also 
a member of the group) at first refused to identify beyond saying that the unknown 
man was working with the Russians. * * * 18 

Glasser was subpenaed by the subcommittee on April 14, 1953, and invoked 
his privilege against self-incrimination when asked about all of this evidence and 
information. * * * 


Virginius Frank Coe, close associate of White and Glasser and 
Director of the Division of Monetary Research of the Treasury Depart- 
ment during this period, conducted the actual negotiations with the 
Office of Alien Property Custodian which caused that agency to join 

? Testimony of Elizabeth Bentley, p. 6 


1§Statement by Whittaker Chambers in his book Witness, published 1952, 


1 
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in the joint recommendation to the President of irrevocable confisca- 
tion of German and Japanese interests in property in the United States. 

The Senate Internal Security Committee Report of July 30, 1953, 
describes Coe as follows: 


Coe refused to answer, on the ground that the answer might incriminate him, 


all questions as to whether he was a Communist, whether he had engaged in 
subversive activities, or whether he was presently a member of a Soviet espionage 
ring. He refused for the same reason to sav whether he was a member of an 
esplonage ring while technical secretary of the Bretto1 Woods Conference, 


whether he ever had had access to confidential Government information or security 
information, whether he had been associated with the Institute of Pacific Rela- 
tions, or with individuals named on a long list of people associated with the 





organization It was noted that he did answer questions as to his relationship 
with Jacob Viner, Milo Perkins, Leo Crowley, and Evar Rooth but refused to 
answer questions with respect to his relationship with Harry Dexter White, 
Alger Hiss, Philip C. Jessup, Solomon Adler, Lauchlin Currie, Michael Greenberg, 
Constantine Oumansky, and a long list of others He testified as to how he got 
his first Government employment, but refused to say how he obtained his subse- 
quent positions. Coe was dismissed by the International Monetary Fund a few 


days after his testimony on December 3, 1952 


The documents which trace the information of this confiscatory 
policy, obtained from the Treasury Department, have been included 
in their entirety in the subcommittee hearings held November 16 
and 17, 1953. Contained in these documents are the names of many 
persons who prepared memoranda in line with the Treasury position 
as set out in the Morgenthau plan and the decisions made by White 
and others. There also appear the names of other persons in attend- 
ance at meetings and those who received copies of memoranda written. 
Some of the persons such as William Ullman and Sonia Gold have 
been identified by witnesses as members of the Communist under- 
ground in the Treasury Department. 

There is no intention on the part of the subcommittee to in any way 
infer that the other persons identified by the documents are or have 
ever been disloyal. Any other conclusion is completely unwarranted. 

The documents contain the following information: 

On January 10, 1945, James E. Markham, the then Alien Property 
Custodian, informed the Secretary of the Treasury, Henry Morgen- 
thau, Jr., that in his considered judgment the national interest 
required the vesting of all strictly enemy assets by the Alien Property 
Custodian. 

On January 13, 1945, on receipt of Mr. Markham’s letter, a meeting 
was held in the office of Harry Dexter White, Assistant Secretary of 
the Treasury, to discuss the proposal. A memorandum of this 
meeting states: 

It was agreed that the United States Government should as soon as possible 
eliminate completely all German interests in property in the United States by an 
effective and vigorous vesting program. Similarly, all allied and associated 
countries should be encouraged to vest German interests in property within their 
respective jurisdictions.” 

On January 16, 1945, a letter was directed to James E. Markham, 
over the signature of Henry Morgenthau, Jr., which stated in part as 
follows: 


It is my firm conviction that control by this Government of German and 
Japanese assets should be only the first step in a program for the complete and 

19 Testimony of Attorney General Herbert Brownell on November 17, 1953; Senate Internal Security 
Committee Report, dated July 30, 1953 

20 Treasury memo dated January 13, 1945, subcommittee hearings November 16-17, 1953. 


42379—54—_—4 








16 TRADING WITH THE ENEMY ACT 


ocable elimination of all German and Japanese interests in such assets. 
Although the freezing controls administered by the Treasury Department are 
serving effectively to deprive many nationals of control over such assets, / would 
fave mmediate vesting if it were an integral part of a complete program for the final 
bjective. However, I see 
ttle to be gained by vesting at this time if it amounts merely to a change in the 


ype ol control exercised by this Government.*! 


position of such assets in accordance with the foregoing oO 


In a reply dated January 31, 1945, Mr. Markham informed the 
Secretary of the Treasury that 


he policy of Congress as reflected in the Trading With the Enemy Act, as 

amended, seems to indicate that the ultimate d s position of enemy money, or other 

ty received or held by the Alien Pro pe ty Custodian is a matter for Congress to 

mine after the end of the war. Congress expressly reserved such disposition 

by section 12 of the act, and the history of returns after the last war illustrates 
congressional insistence on exclusive exercise of this perogative. 


The reply further stated that 


In order to enable Congress to act in a concerted fashion with respect to all 
enemy property, in whatever direction and by whatever means it may ultimately 
le to act, I believe it is of the utmost importance that all such property be 

der a single jurisdiction and in a single legal status, with title thereto lodged in 
the United States. This alone will enable Congress to adopt a consistent overall 
program such as we both agree is desirable, and at the same time to safeguard 
the rights of American creditors who may have legitimate claims against the 
enemy owners or former owners. Moreover, I believe that enemy property should 
be fully vested before the cessation of hostilities with the objective of avoiding 
the possibility that post-armistice or post-surrender vesting might be regarded 
as a ‘punitive’? measure. My immediate objective is and obviously must be to 
etain and deal with such assets against the day when Congress will determine 


their final disposition Pending such disposition, I have taken, and shall continue 
to take, all steps hich I believe to be consistent with the national interest, within the 

of the powers conferred on me, permanently to eliminate enemy interest and 
control with re spect to p operties un ler my jurisdv lion. 


On February 19, 1945, the following letter was addressed to 
Mr. Markham by the then Secretary of the Treasury, Henry 
Morgenthau, Jr.: 

I have vour letter of January 31, 1945, with further reference to the vesting of 
all German and Japane se assets in the United States 

Tam! ippy to note that jou share my conviction that German and Japanese pro p- 
¢ 4 wntere in this country should be completely and irrevocably eliminated and 
that ou view the Pp oposed esting of the pertinent assets under Treas ary control as 
only the first phase of an overall governmental program lo accom plish thi objective. 

Accordingly, I have asked Mr. Frank Coe to arrange a meeting with you to 
explore the matter further. 


Obviously, Markham referred to elimination of enemy control over 
properties while Morgenthau was referring to confiscation of assets. 

A memorandum dated February 21, 1945, from Isadore G. Alk and 
Elting Arnold to a Mr. Aarons, with copies to Messrs. O’Connell, Coe, 
Friedman, Glasser, Richards, and Day sets forth: (1) questions to be 
decided before Coe’s meeting on vesting with the Alien Property 
Custodian; (2) suggested answers; and (3) memorandum to the 
President. 

The memorandum states in part 

1) Recommendation to Congress against return of vested property to former 
German and Japanese owners We believe that the Treasury should insist that 
the Custodian commit himself definitely to join in an ultimate recommendation 
to Congress that no plan for the final settlement of claims to the proceeds of 


vested property should make provision for any return or payment, direct, or 
indirect. bv the United States to former German and Japanese owners. 


Itali ipplied All subsequent italicizing of quoted documents added for emphasis 
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The complete and irrevocable elimination of German and Japanese interests 
stressed by the le 
with certainty only through the adoption of a policy by Congress, as the history 





Treasury’s letter of January 16 to the Custodian, can be achieved 











of enemy property in the last war shows beyond doubt The great emphasi 
which the Custodian’s reply places on the role of Congress further increases the 
difficulty of maintaining that executive action in itself has much signifieance in 
relation to the objective the Treasury has announced Insistence on adminis- 
trative steps alone will deprive the Treasury’s views of breadth and content and 
place the Department in the pi mi of rely disputi ( ls with t ( 
tod 

Later we propo st the Treasury and the Custod emorandum 
to the President explainir th progra Such a ) vuld « in ¢ 
ellent med m f ecord 1 the mematme 8 } ha a i} ( 8 / 

/ he iatt fs that ar l at LetL~or S ¢ ¢ Dp i 
program a joint l of exrplar on to Cor t} { 
more direct n l of ex} the d ym 

The following statements also appear in the memorandum: 

Che stre t step toward the « plete d irre vow le el tion of Germar 
sid Janar ( er { W x uULLV 1wenecl suid ft \ ho | tive 
concur! ( vould | { r ted assets into e 1 l gie t pro is W } 
t.! ral funds of the United States The Custod t prese \ old 
hy ash in vey | ‘counts wit! I | MSU | l e | i oO the 
oe ral funds is subject, how oO ( opel 0} yHyectiv It would 
I e problems concernl ner ot proper [ s qa, wouk ivoly 
q ons co rning ( ppl ot rt ections [ Prac o W n 
th mnem Act, particularly se ) 12 1 ould dey ( ( ustod of t 
financial resources now supporting his office We belie therefore, that it would 
be etter not to insist on tu yt proceeds into the general funds if some reaso 
able equivalent is available | yur opinion, obta 7 the Custodian’s commit- 
ment on recomme ulior to Congres t »p ne wy I 

The Custodi long claimed that he needs additional legislative authoriza- 
tion for acts w Treasury has believed he is already empowered to perform, 
Notably are certain powers in connection wit! sales and with the return of prop- 
ertv wrongfully vested Presumably it would be very hard to change the.Cus- 
todian’s position In our opi i bett approach would be to join with him 
in a reasonable program of legislation, provided he agreed to a joint presentation 
to Congress of the general principles which u Jes to furthe 


On February 24, 1945, a meeting was held in V. Frank Coe’s 
office and it was agreed that the Treasury would join at once in a 
program for vesting German and Japanese assets if the Custodian 
agreed to certain enumerated principles 

2. All assets vested, including those already in the Custodian 
excepting patents, copyrights, and trade-marks (under the law tl 
tion over patents, trade-marks and copyrights was in the C 





converted into cash immediately and the proceeds shall be paid into the miscella- 
neous receipts of the United States. 
* * 7. * * 
1. The pavment of proceeds into miscellaneous receipts should signalize the 


complete and irrevocable elimination of German and Japanese interests and ino 


return, direct or indirect, should be made by the United States to the former 
owners. The use of the receipts is a question to be decided by the Congress, 
as in the case of all unappropriated moneys, but if the opinion of the Treasury 
and the Custodian is requested, it shall be urged that t funds redound to the 
benefit of the taxpayers of the United States and not be used to compensate 
creditors of Germany and Japan and their nationals Creditors should be,7e- 
mitted to whatever remedy they can obtain at the peace conferences 


¥ “ * * * * * 
6. If the Alien Property Custodian feels that legislation is required to eff 
tuat® any of the foregoing point I 
lation, provided that the whole program is outlined to Congress in a manner 
definitely committing the Custodian 
* * * * * * . 


‘reasury will join with him in urging the legis 
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On March 9, 1945, at a meeting between representatives of the 
Treasury Department, Office of Alien Property Custodian, and the 
Department of Justice, Frank Coe stated in general terms the objective 
of complete and irrevocable elimination of the German and Japanese 
interests. Thereafter a discussion took place between Messrs. Cutler 
and McNamara of Alien Property; Fiank Coe, Harold Glasser, 
Isadore Alk, J. Friedman, and Mr. Aarons of the Treasury Depart- 
ment, and the discussion is recorded in a memorandum dated March 9, 
1945: 


COVERING PROcEEDS INTO TREASURY AND RECOMMENDATIONS TO CONGRESS 
AGAINST RETURNS 


Messrs. Cutler and McNamara stated that they did not know the Custodian’s 
views on recommending to Congress that no return or payments be made to former 
German and Japanese owners. It was indicated by Mr. Cutler that their office 
is agreed there shall be no return of control over business enterprises but that no 
further decision has been made 

\ir. Coe then said that the Treasury wishes to cover proceeds of vested prop- 
erty into the miscellaneous receipts of the Treasury. This observation met serious 
question Nir. Cutler felt that perhaps Congress would want to credit the pay- 
ments on reparations and Mr. McNamara said that the ew was contrary to Profe ssor 
Borchard’s argument against nonconfiscation. He continued that the question had 
been much discussed in the Custodian’s office and that no decision had been 
reached. Mr. Aarons stated that the Treasury strongly inclines to think that 
the proceeds of vesting should redound to the benefit of general taxpayers and 
should not be returned or devoted to creditors. When the representatives of the 
Custodian expostulated that the time had not vet arrived for decisions on such 
matters, Mr. Alk took issue, saving that in his opinion the Custodian and the 
‘Treasury have an obligation to formulate and recommend a program to Congress 
at the earliest opportunity. In response to Mr. Alk’s inquiry whether legislation 
would be needed to turn proceeds into the general funds, fr. McNamara said 
“Yes” and Mr. Jones expressed the opinion that the outcome depended on whether 
section 12 of the Trading With the Enemy Act is applicable. Mr. McNamara 
said that in any event he would hesitate to recommend to the Custodian that 
procee is he covered into the reneral funds. 

Thereupon, Mr. Glasser inquired what might be the benefit of vesting such 
liquid assets as bank deposits. Mr. Cutler said that it was advantageous to get 
title in the United States as soon as possible because whatever action Congress 
may wish to take will be facilitated. He felt that it was particularly important 
to act before the end of the war, for vesting afterwards, even by congressional 
direction, might present some difficulties. Mr. Alk strongly doubted that the 
labor of vesting would be worthwhile if the only purpose was to hold assets in 
special accounts until Congress acted. Mr. Cutler said that vesting would un- 
questionably facilitate congressional action, while the turning of the proceeds into 
the general funds had little significance since Congress could always appropriate 
moneys for the relief of former German and Japanese owners. Mr. McNamara 
agreed, stating further that placing proceeds in special deposit accounts does not 
deprive the United States of the use of the funds pending final decision. Messrs. 
Coe and Friedman strongly expressed the opinion that appropriation of general 
funds is less likely than the mere return of special deposit accounts. Mr. Coe 
said that the Treasury had strong opinions on the matter and he wondered whether 
the Custodian could not join in our views. Mr. McNamara promised to take the 
matter up with the Custodian. 


On March 20, 1945, Messrs. Alk and Arnold of Treasury met with 
John Ward Cutler of the Office of Alien Property Custodian to discuss 
techniques of vesting. A memorandum of the conference reads in 
part as follows: 


* * * Instead of proceeding as anticipated, Mr, Cutler reviewed all of the 
points of the agenda consecutively. On the first point, general objective, and the 
second, prompt sale and conversion into cash, he indicated that there is no dis- 
pute of principle between the respective agencies. Later, Mr, Cutler inquired 
whether the Treasury is really serious about its program. He wondered why mei tly 
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vesting the enemy assets would not suffice at present. Alk replied emphatically 
that the Treasury insists on a program clearly designed to eliminate German and 
Japanese property interests. He pointed out that the basic points had been 
thoroughly discussed in the Treasury and had been cleared with the Secretary. 
He also said that if the Custodian could not join mm su ha plan, the Treasury would 
be obliged to consider vesting ac oe 5 


tion of ats own. 


The memorandum further notes that during a discussion of the 
treatment of creditors 


Mr. Cutler asked if the Treasury had consulted State about its program, On 
receiving a negative re pl /, he said that the Custodian was not inclined to proceed 
without getting State’s views. 


On March 26, 1945, a meeting was held in the office of V. Frank Coe 
preparatory to a meeting between Coe and McNamara, Deputy Alien 
Property Custodian. A memorandum of the meeting states as 
follows: 


It was concluded that if the Alien Property Custodian will give a firm commit- 


ment on the following points, Treasury should join with him in a vesting program 
without insisting on the other questions that have been raised: 

1. Recommendation will be made to the President and to Congress that 
German and Japanese assets should not be returned directly or indirectly, to 
their former owners. 

2. The Treasury will be left entirely free to handle unfreezing of liberated 
and neutral assets. 

3. Legislation will be sought to prevent suits by friendly aliens from 
hampering sale of vested property. 

The main points on which agreement was thought desirable but not essential 
were: 

1. Covering proceeds of vested property into the miscellaneous receipts 
of the United States, 

2. Agreeing that creditors, other than those with claims arising in relation 
to specific assets, should not benefit from vesting 

3. Conferring vesting authority on the Custodian bv a delegation of power 
from the Treasurv rather than by amendment of Executive Order No. 9193. 

There was discussion of the desirability of presenting the President with a 
memorandum stating that vesting had been proposed, that the Custodian refused 
to join in a significant program, and that the Treasury is ready to proceed with 
one. It was decided to hold the idea in abevance until after the meeting with 
McNamara. 
ec: Messrs. Aarons, Alk, Coe, Day, Friedman, Glasser, Richards, Schmidt E. 
Arnold: as March 27, 1945. 


A meeting between V. Frank Coe and Mr. McNamara was held in 
Coe’s office on March 28, 1945. Coe’s own memorandum of the 
meeting reflects in part as follows: 


Mr. Coe said that he recognized that the Department of State might have an 


interest as to what was done with the proceeds and as to a policy of nonreimburse- 
ment of former owners. However, he felt that it was desirable to make sure that 
all angles of the policy were considered, since it was his impression that at the 
highest level the Department of State was agreed upon a program for stripping 
Germany of its external assets. /t all depended upon how a matter was put up 
State was not in favor of confiscation but it was in favor of reparations and restitution. 
On the question of Executive order versus delegation of authority, Mr. Coe said 
that the Treasury still preferred the delegation of authority but was much more 
interested in agreement about the program than in the question of legal forms of 
carrying it out. 

On the question of enemy assets of satellite countries, Mr. Coe said there was 
much less sympathy in the Treasury with the request of the APC. So far as we 
know there was no agreed policy in this Government as to stripping those countries 
of their foreign assets or otherwise disposing of them, therefore, we saw no point 
in transferring them from 1 agency to another except the jurisdictional point that 
1 agency would have complete control of assets which were all called enemy but 
which were in fact going to be handled in quite different ways. 
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At the conclusion, Mr. Coe suggested that there was so agreement that 
we ought to get down to a concrete memorandum of policy or program to submit 
to the President Mr. McNamara said if there were no objection they were 
going to check with State and Justice on the points he had raised. 


As a result of the foregoing conference the following program was 
submitted to the Custodian by the Treasury Department: 


PROGRAM RELATING To VESTING AND D1sposiTION OF GERMAN AND JAPANESI 


\SSETS PROPOSED JOINTLY BY ALIEN PROPERTY CUSTODIAN AND SECRETARY 

OF THE TREASURY 

1. The objective of vesting assets of Germany and Japan and their nationals 
lete elimination of German and Japanest property interests in the 


ly ited States 





2. All German and Japanese property should be vested in and by the Cu 





In view of the problems of unfreezing occupied and neutral blocked countries, 
tl Treasury shall continue to exercise primary responsibility for dealing with 
property held in the names of persons who are nationals of blocked countries 
other than Germany or Japan 

3. The authority of the Treasury to vest German and Japanese property under 
Ix tive Order No. 9193 should be conferred on the Custodian by amendment 
of the order. Preservation of the Treasury’s responsibility respecting assets of 
blocked countries other than Germany and Japan shall be insured by an exchange 
of letters between the Custodian and the Secretary of the Treasury. 

4. All vested property, other than patents, trade-marks, and copyrights 





liquidated and sold as soon as possible Pending the ultimate disposition 
proceeds, they shall be deposited to the account of the Custodian in the Treasury 
5. German and Japanese influences shall be removed from all vested property 


6. The Custodian and the Treasury shall join in recommendations to Congress 


that 
a) no plan for the final disposition of the funds realized from vested Gern 
and Japanese prope rty should make provision for any return or compensation 
direct or indirect, by the United States to the former owners; 
b) such funds should redound to the benefit of the taxpayers of the United 
States rather than to claimants against Germany or Japan or their national 
and 
c) accordingly, all proceeds of vested property should be paid into th 
llaneous receipts of the United States, after satisfaction only of 
creditor’s claims which arose with reference to, or out of actions or trans- 
actions related to, property vested 
7. The Custodian and the Treasury shall join at the earliest possible date 
a recommendation of legislation necessary to effectuate the program and to 
provide that expenses of the Custodian shall be paid out of vested property; 
The recommendations concernins the ultimate disposition of vested property 


set forth above shall be presented to Congress in conjunetion with this legislation 

8. The Custodian and the Treasury shall immediately present to the President 
a memorandum requesting approval of their program and the necessary 
amendment of Executive Order No. 9193 


The following memorandum, dated April 16, 1945, expresses the 
reaction of the Custodian’s Office to the proposed Treasury program: 


AprRIL 16, 1945. 
Memorandum re vesting of German and Japanese assets 

I called Mr. MeNamara this afternoon and asked if the Custodian’s Office 
had an opportunity to study the suggested program for vesting German and 
Japanese assets which had been forwarded to him by the Treasury. 

Mr. MeNamara stated that he had discussed the matter with the Custodian 
and that the Custodian was very much disturbed by Treasury’s proposals. 
He said that the Custodian was disturbed by the Treasury desiring to retain 
primary responsibility for working out with the liberated governments the tech- 
nique for uneovering enemy property held under nonenemy name. I stated 
I had understood by our recent conference that this was perfectly agreeable 
to the Custodian’s Office Mr. MeNamara seemed to agree that this was the 
ease, and I was unable to get a definite answer as to what phase of the matter 
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disturbed the Custodian’s Offic Mr. McNamara did say that there was no 
necessity for referring to this sul ject in the memorandum 

Mr. MeNamara also said he could not understand why we had provided that 
German and Japanese influence should be removed prior to sale. He said that 
this was casting doubt upon the Custor 
and Japanese influence. He also t 
make any recommendations either wit! respect to the confiscation of German and 









s program of eliminating German 





+ 


licated that his ageney was not prepared t 





Japanese assets or with respect to payments to creditors He said if State Depart 





ment decided upon a program of confiscation, the Custodian would be inclined 


to go along but that the Custodian felt he should not express an opinion i 
advance 

I asked whether the Custodian’s office had come to anv definite conclusior 
with respect to the matter and Mr MeNamara stated that thev were ol to 
let the whole thing simmer for a few days “‘to see how the wind bl 


Copies to Messrs. Schmidt, Coe, Aarons, Arnold, Richards, Day, Glasser, 


Hoffman 


On May 25, 1945, V. Frank Coe and M. L. Hoffman submitted to 
the Secretary of the Treasury the program as finally drawn. The 
following memoranda set forth the program and the fact that White 
and Coe secured the final approval before the memorandum of May 
30, 1945, and Executive Order No. 9567, the texts of which are set 
out elsewhere in the report, were transmitted to the White House 

May 25, 1945 
Memorandum for the Seeretary’s Files 

The attached documents relating to the transfer from the Treasury to tl 
Alien Property Custodian of German and Japanese assets which have not vet 
been vested were discussed at a meeting in Secretary Morgenthau’s office this 
morning, at which Assistant Secretary White and Messrs. Coe, Aarons, and 
Hoffm in were present 
bk It was explained that this program had been worked out over several months 
with the Custodian and the State Departn ent and that all were in agreement 
on an informal level lhe purpose of the meeting was to obtain Secretary Morgen 
thau’s approval of the program prior to final signature by the Custodian, following 


which the final documents would come to the Treasury for signature 
Secretary Morgenthau approved the program and it was agreed that the Cus 
todian would be so advised in order that the final docume yr presentation t 


the White House could be prepared 
\I. L. HorrmMan 
[ay 25, 1945. 


To: Secretary Morgenthau 
From: Frank Coe and M. L. Hoffman 
Subject: Program for vesting and disposition of German and Japanese propert\ 


interests tn the | nited States 


(1) Attached are documents which have been agreed informally with State and 
the Alien Property Custodian providing for the vesting of German and Japanese 
interests in the United States by the Custodian These documents, if informally 


approved by vou, will be initialed by the Custodian and sent to you for initial 
3efore asking the Custodian for final initial, we want to tell him that the pro 


gram is acceptable to the Treasury 





(2 As you know, for some time we have been negotiating with the Custodiar 
on this program. We are now satisfied that the transfer from Treasury jurisdic 
tion of the approximately $180 million worth of unvested German and Japanes 
assets to the Custodian should be ‘arried out The Cus odiat i Vit! s 





that 
a) Complete elimination of existing Japanese and German interests in the 
United States is the major objective 
(b) All German and Japanese property vested by the Custodian should be 
liquidated and sold as soon as practicable 
c) American creditors who have claims against persons whose property 
has been vested should be paid to the extent the vested assets of the debtor 


permit. 
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d) Subject to (c), the decision as to the disposition of the proceeds of vested 
prope rly sho ild be deferred 
e) No provisions for return or compensation to the German or Japanese 
owners shall be made by the United States. 
f) The Custodian and Treasury should jointly recommend to Congress 
legislation necessary to effectuate the program. 
3) Documents numbered I, II, and IIT will be submitted to vou for initialing 
after initialing by the Alien Property Custodian. 
No. IV is an explanatory background memorandum, No. V contains the previ- 
ous correspondence with the Custodian, and No. VI is the existing Executive 
order dividing the authority of the Treasury and the Alien Property Custodian 


M. L. Horrman. 


May 28, 1945 
To: Secretary Morgenthau 
From: Frank Coe and M. L. Hoffman. 


FOR ACTION 


The program for vesting and disposition of German and Japanese property 
interests in the United States was cleared with you last week. The final papers 
have now been signed by the Alien Property Custodian and the Acting Secretary 
of State and are attached for vour signature. They will be sent to the Bureau 
of the Budget for attachment of the Executive order and transmittal to the 
White House. 

There are an original and 3 signed copies of the memorandum to the President 
and an original and 2 copies of the statement of program to be initialed. 


Therefore, the joint recommendation of May 30, 1945, and the 
Executive order it recommended were forwarded to the President. 

On June 8, 1945, Executive Order No. 9567 was signed and the 
Office of Alien Property Custodian and later the Office of Alien Prop- 


erty proceeded to vest all property located in the United States on or 


prior to December 31, 1946, and accretions thereto owned or controlled 
directly or indirectly by individuals resident in Germany or Japan, 
business enterprises, or the governments of those countries. 
War Claims Act of 1948 

The foregoing policy was subsequently confirmed by the Congress 
in section 39 of the Trading With the Enemy Act as added by section 
12 of the War Claims Act of 1948, which provided that 


The Trading With the Enemy Act of October 6, 1917, as amended, is hereby 
amended by adding at the end thereof the following new section: 

“Src. 39. No property or interest therein of Germany, Japan, or any national 
of either such country vested in or transferred to any officer or agency of the 
Government at any time after December 17, 1941, pursuant to the provisions 
of this Act, shall be returned to forme? owners thereof or their successors in interest, 
and the United States shall not pay compensation for any such property or interest 
therein. The net proceeds remaining upon the completion of administration, 
liquidation, and disposition pursuant to the provisions of this Act of any such 
property or interest therein shall be covered into the Treasury at the earliest 
practicable date. Nothing in this section shall be construed to repeal or other- 
wise affect the operation of the provisions of section 32 of this Act or the Philippine 
Property Act of 1946.” 


INTERNATIONAL AGREEMENTS TO CONFISCATE GERMAN AND JAPANESE 
EXTERNAL ASSETS AS REPARATIONS 


State Department Publication No. 2630 entitled, “United States 
Economic Policy Toward Germany,” states on page 18, under the 
caption ‘“Reparations”’: 

General Nature of the Reparation Program. The Yalta agreement stated the 


moral basis of the claim for reparation and determined that the reparation should 
be in kind: * * * 
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The extent and methods of reparation were subsequently discussed by the 
Allied Commission on Reparation which met at Moscow. General principles, 
based upon these discussions, were finally formulated in the Potsdam agreement. 
These principles embodied United States proposals to a very large degre 

The same publication in setting forth the Potsdam agreement of 
August 1945 states on page 83, as follows: 

1. Reparation claims of the U. 8S. S. R. shall be met by removal from the zone 
of Germany occupied by the U. 8. 8. R. and from appropriate German external 
assets. 

2. The U.S. 8S. R. undertakes to settle the reparation claims of Poland from 
its own share of reparations. 

3. The reparation claims of the United States, the United Kingdom and other 
countries entitled to reparations shall be met from the Western Zones and from 
appropriate German external assets. 

At the Paris Reparation Conference of December 21, 1945, 18 
allied governments agreed as follows: 

a. Each Signatory Government shall, under such procedures as it may choose, 
hold or dispose of German enemy assets within its jurisdiction in manners de- 
signed to preclude their return to German ownership or control and shall charge 
against its reparation share such assets (net of accrued taxes, liens, expenses of 
administration, other in rem charges against specific items and legitimate contract 
claims against the German former owners of such assets). 

While many legal arguments have been advanced approving or dis- 
approving the decision to confiscate private property as reparations 
and only the future course of events will determine whether the 
decision was in the best interest of the United States, the subeom- 
mittee cannot overlook the analysis of that decision which appears 
in the Encyclopedia Britannica, ‘Ten Eventful Years’? under the 
caption ‘Potsdam Declaration.” 

A few further words should be said about the Potsdam de claration, since this 
was the basis on which some of the peace treaties were to be drawn. The dee 
laration seemed to regard law as one of the forgotten virtues. It was hard to 
say which violation embodied the most future danger, but it was certain that the 
confiscation of private property which it directed if it did not command, had in 
it the seeds of great damage to the western system. If private property was to 
be confiscated on a large scale, the end of that institution might be foreshadowed. 
Trade would be greatly impaired and foreign investments rare. The capitalistic 
system was founded on the sanctity of private property ; to destroy that foundation 
was to impair the institution built upon it. 

It may appear that the subcommittee has unduly emphasized the 
historical aspect of the change of philosophy which underlies the 
present act dealing with alien property. But the fact of the matter 
is that it involves a question of policy with which only Congress 
can deal. It has many future implications. 

Our present foreign policy is directed toward the strengthening of 
the free world and integrating Germany and Japan into that policy. 
Such a policy, therefore, must be predicated on the development of 
good will and this can scarcely be accomplished by a punitive approach 
to the disposition of the property of alien nationals. 

We are also seeking to encourage private investment in foreign 
countries. If in the event of hostilities in the future, other nations 
should follow the concept of irrevocable confiscation as a retaliatory 
measure, the philosophy now followed under existing law cannot be 
said to be conducive to the investment of risk capital abroad. 

Thus the whole underlying philosophy is a matter of high impor- 
tance and merits appropriate and early attention by the Congress. 


42379—54——_5 
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ADJUDICATION OF CLAIMS 
PROMPTNESS AND THE ADJUDICATION OF CLAIMS 


The committee is directed to determine whether there has been a 
prompt and equitable adjudication of claims. In that regard, the 
interim report of the subcommittee filed January 16, 1953, sets forth 
the following conclusions based on investigations of the Claims Branch 
of the Office of Alien Property: 

1. Since the year 1944 there have been filed 62,450 claims against assets vested 
by the Office of Alien Prope rty Custodian and its successor, the Office of Alien 
Prope rty. Of these, 57,500 have been filed since 1946. 

2. Of the 62,450 claims filed, 9,622 have been disposed of as of June 30, 1952, 
leaving a total of 52,828 claims pending (9,371 title claims and 43,357 debt claims). 

3. That 20 additional years would be required to process the remaining 9,371 
title claims. 

4. The debt claims section is overwhelmed with claims. 

5. Throughout the Claims Branch there is a duplication of effort and an unexplained 
slowness of process, and an inability or unwillingness to adapt the available manpower 
to the exigencies of the claims processing, which results in a decided lack of promptness 
and definite inequitable adjudication of claims under the act.” 

Testimony of present and former officials of the Office of Alien 
Property as to the adjudication of claims completely substantiates 
the conclusions of the interim report. 

Thomas H. Creighton, Jr., Chief, Claims Branch, Office of Alien 
Property, testified that as of January 30, 1953, there were pending 
7,904 title and 42,936 debt claims. This witness testified that he 
saw no hope for liquidating the debt claims in the near future. He 

estimated that title claims would be disposed of in 7% years, if the 
increased rate of disposal established during the latter part of 1952 
was continued. It is of interest to note that “during the first 6 months 
of the subcommittee’s existence, the Office of Alien Property disposed 
of 1,248 claims while the entire preceding year only 1,438 had been 
disposed. This reflects an almost 100 percent increase in efficiency 
on the part of the Claims Branch while under observation by the 
subcommittee.” 

Harold I. Baynton, former Deputy Director and Director of the 
Office of Alien Property, testified that it has always been his estimate 
that it would take 20 years to dispose of all claims.” 

Donald C. Cook, former Director, testified that under the present 
laws and procedures there will be an administration of alien property 
for the next 50 years or more. Mr. Cook supported his statement by 
pointing out that today the Office of Alien Property is still administer- 
ing that portion of property not returned to its owners after World 
War I.” 

The following situations are illustrative of the lack of promptness 
to which the routine claimant is subjected: 

On May 7, 1953, the Office of Alien Property advised that 
routine claims filed in the year 1948 have been assigned for 
preliminary processing only since January 1953. 

2. On May 12, 19538, the Office of Alien Property advised that 
claim No. 43086, filed April 29, 1949, for the return of $725 will 
be assigned for processing “in the near future.’”’ Further, that 

#2 Interim report dated January 16, 1953, pp. 1-10. 

23 Subcommittee hearings, February 20 and 26, 1953, 


* Subcommittee hearings, November 16, 1953, 
28 Subcommittee hearings, November 16, 1953. 
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when the claim is assigned for processing it will be suggested that 
a Treasury permit be obtained. In this instance the claimant 
has been forced to wait 4 years for the mere suggestion that a 
‘Treasury permit be obtained.*® 

Exceptions to the foregoing are those cases which are processed 
“out of order” under rule 502.101 of the ‘Rules of Procedure for 
Claims’? which provides ‘‘except in cases where hardship or special 
circumstances exist, ¢laims should be processed as nearly as prac- 
ticable in the order of their filing.’’ Citizenship in the United States 
has been considered a special circumstance justifying “out of order 
processing.” 

The case of Heinrich George Lutz indicates that the rule has pro- 
vided no relief in fact. Prompt consideration without an equitable 
intent is futile. 

At a subcommittee hearing on July 22, 1953, the following testimony 
was offered by the claimant’s attorney: 


Finally, I should like to refer to the case of H. G. Lutz, claim No. 42143. In 
this case, the American testator died in June 1941 and left to claimant certain 
shares in a Puerto Rican corporation owning apartments. Claimant, being a 
convinced democrat, was studying medicine when, in 1941, he had to stop bis 
studies because his anti-Nazi utterances brought him in trouble with bis fellow 
students and student officials. In 1942 he was arrested four times on suspicion 
of treason. Finally, in the summer 1943, he was imprisoned and charged with 
sedition. Being brought from prison to prison and having tried to commit 
suicide, he was finally tried and, having stimulated a mental disorder, he was 
committed to an asylum whence he was liberated in 1945 by the arrival of our 
troops. The claimant contracted tuberculosis while in prison. His mother just 
wrote to me that he is dying. His American inheritance that could have pro- 
vided the funds for proper treatment, however, is not being released on the 
ground that persecution is not shown for the entire required period under the law, 


The summary in the case of Lutz prepared by the Office of Alien 
Property in lieu of providing access to the files reads as follows: 


Stratus Rerportr—Criaim No. 42143, Hernricnu Grorce Lurz 


The subject claim was filed on April 5, 1949, and seeks the return of approxi- 
mately $30,000 vested by this Office under Vesting Order No. 391 and Supple+ 
mental Vesting Order No. 4487, dated, respectively, November 19, 1942, and 
January 1, 1945. 

The record herein discloses that the claimant is a German citizen who was born 
in Germany in 1908 and who resided in Germany during World War II. Claim- 
ant alleges that he was deprived of full rights of German citizenship within the 
meaning of section 32 (a) (2) (D) of the act. He cites the following facts, which 
have been confirmed by our overseas investigation: 

In 1943 the claimant, who appears to have been an outspoken anti-Nazi, was 
indicted and arrested for making statements which were objectionable to the 
Nazi regime. He was confined to prison for the summer of 1943 until the spring 
of 1944. In March of 1944 he was tried before a special court in Koenigsberg. 
At the conclusion of his trial he was found to be insane and committed to an 
insane asylum. He was released in April 1945. The claimant asserts that his 
difficulties with the Nazi stemmed from the fact that he was opposed to Nazi 
principles. There seems to be no reason to doubt his assertions in this respect. 

Under section 32 (a) (2) (D) of the act a claimant must establish that he has 
been deprived of full rights of German citizenship at all times after December 7, 
1941, as a consequence of discriminatory laws, decrees, or regulations. In view 
of the fact that the alleged deprivation suffered by this claimant commenced in 
1943, a serious question arises with respect to his eligibility for a return under this 
section of the act. 

Ordinarily this claim would be docketed for hearings before a hearing examiner 
of this Office in order to determine the question of law involved. However, 


% Letters to chairman dated May 7 and 12, 1953, from Deputy Attorney General William P. Rogers. 
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because of the recent cut in the authorization for the administrative expenses of 
the Office and the drastic reduction in staff that followed, the Director has in- 
structed that all hearings in title claims matters are to be deferred until further 
notice 

All legislative proposals introduced in the Congress which were 
designed to give relief in cases of this nature have been opposed by the 
Office of Alien Property. 

The following letter indicates in vivid terms the complete lack of 
promptness in the adjudication of claims. The Office of Alien Prop- 
erty, as has been previously indicated in the report, sought to place 
the blame for lack of promptness upon the Congress of the United 
States in an inexcusable attempt to avoid criticism for its own ineffi- 
ciency: 

BREMEN, GERMANY, 68 GraF-Mo.urKeE-Str. 68. 
Senator Dirksen, Esq., 
United States Senate, 
Washington, D. C., United States of America. 


Dear Sir: Having read your name in the papers in connection with debates 
in the Senate about vesting of enemy property in the United States of America, 
I take the liberty of directing these lines to you. 

ly late father, of German nationality, had two life insurances in the United 
States of America which became due upon his death in October 1950. The 
proceeds were, however, vested by the Department of Justice, Office of Alien 
Property, under order No. 16449 dated December 13, 1950, and order No. 16644 
dated December 19, 1950. The amounts paid by the two life insurance companies 
are the property of the legal heirs; that is, four children, all born in New York, 
United States of America. Claims have been properly filed with the Office of 
Alien Property 

In view of the fact that my American citizenship was confirmed by the Depart- 
ment of State and that I stayed in Australia from the end of 1938 until the end 
of 1947, I believe that there is no legal ground to refuse my claim. I, therefore, 
wrote to the Office of Alien Property pointing out these facts and inquiring when 
] might expect payment. 

I was advi d thal thousands of claims are awattina proce ssirq, hav ng been rec ived 
prior to my claim which was filed under No. 61839 Tt was added that no advice 
could be given when my claim No. 61839 will be reached for processing inasmuch as 
the authorization for administrative erpenses of the Office of Alien Property has been 
substantially reduced, thereby requiring a drastic reduction in the personnel of the 
Claims Branch. 

It is my personal opinion that the law directing the vesting of private property 
was dictated by hetred and ill feeling during and immedistely after the war, and 
is clearly in contradiction of the principles of human rights for the upholding of 
which the United States of Americse declared to stand. I realize, of course, noth- 
ing can be done in this regard unless the law is changed by constitutional action. 
I eannot, however, understand thet it should be legal and right to take action 
against any individual without setting a limit to the time within which the justifi- 
eation of this action must be proved. All facts relating to my claim are in the 
hands of the Office of Alien Property. There is, therefore; no reason to delay a 
decision but for the admitted inability of the Office to cope with the work at hand 
Is it reolly necessary to add injury to injustice? Are we es legal owners of vested 
property to suffer because of red tape and inefficiency? Who will pay the interest 
on the property for the duration of vesting? 

[ should be most obliged if you could give me an indication about a legal way 
to accelerate matters without causing expenses, as I have no funds available in 
America. 

Hoping that I am not causing too much inconvenience and thanking you in 
anticipation, 

I remain, dear sir, 

Yours very truly, 
(Signed) H. G. THrerMANnN. 


— 
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EQUITY AND THE ADJUDICATION OF CLAIMS 


(a) Testimony of Harold I, Baynton 


In testimony before the subcommittee on November 16, 1953, 
Harold I. Baynton, former Deputy Director and Director of the 
Office of Alien Property from September 1947 to June 1952, stated 
that his concept of an equitable adjudication under the Trading With 
the Enemy Aet was simply a determination of whether the property 
was that of an enemy under the act. If so, it was seized and retained. 
If not, the property was returned. No exceptions were made. In 
the opinion of Mr. Baynton, the act directed the seizure and confisca- 
tion of that property located in the United States which belonged to 
Germans and Japanese. It made no distinction between good Ger- 
mans and bad Germans. 

Mr. Baynton further testified that he would need to refresh his 
memory to recall the provisions of the act placing discretionary powers 
in the President to dispose of the seized enemy property in accord- 
ance with the national interest and further that during his tenure as 
Director no problems as to the equitable adjudication of claims were 
taken to his superiors unless they involved tremendous property. 

Mr. Baynton clearly indicated that the law, in his opinion, gave 
no discretionary power for equitable adjudication. 

Examination indicates that during the Baynton administration, 
the Department of Justice, Office of Alien Property, opposed any bills 
presented to the Congress designed to grant equitable relief. 


(6) Testimony of Donald C. Cook 


On the same date, Donald C. Cook, Director of the Office of Alien 
Property during the years 1945 and 1946, and more recently Chair- 
man of the Securities and Exchange Commission, testified as follows: 


Mr. Coox. The first matter dealt with is whether efficient procedures have 
been used for the prompt and equitable adjudication of claims under the act. 

Now, I listened to the testimony of Mr. Baynton with some interest, as you 
might well imagine. I happened to disagree with some portions of it although 
I should say that in this field there is substantial room for differences of opinion. 

I believe that any administrator in the administration of a piece of legislation 
should in the best way he can seek to ascertain what the intention of Congress 
was at the time when the legislation was passed and so administer the legislation 
as best to conform with that ascertained intention. 

And I think constantly while administering the statute, as individual cases 
come up, oné should ask one’s self whether a particular result which seeks to be 
dictated by the eold naked words of the statute is a result which would shock 
one’s conscience, whether it is a result which, if it were presented to individual 
members of the House and Senate, those members would feel that it was required 
by the statute. 

I think that in the Office of Alien Property that was not done often enough. 
I listened attentively to the case that was presented by committee’s counsel 
and in my judgment it was unnecessary for the Office of Alien Property to con- 
fiscate the assets.in that case. There was plenty of room for discretion under the 
statute and indeéd I might tell the committee that shortly after I became 
Custodian, I found that very minor assets, trunks of old clothes and furniture and 
so on, were being vested and I caused a cost accounting study to be made of the 
cost of confiscation and administering those assets, and on the basis of that study 
I instituted a program under which assets which did not have a value of more than 
a certain amount were not to be confiscated. 

That was done on the advice of the executive committee which I had in running 
the office and on the advice of the general counsel of the Office. 

So there was no question about the legality of exercising discretion in that way. 
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Senator Dirksen. Let us take your illustration about confiscating a trunk 
of old clothes that may have been as outmoded as last year’s hat. What did 
your cost analysis show? 

Mr. Coox. It isalong time ago. J don’t recall the figures, but if an examination 
of the files of the Office of Alien Property is made, that analysis should be found 
and all of the detailed figures are there, and I am sure available to your committee, 
because this was presented finally in the form of a written report. 

Senator Dirksen. But the point of this is, there has to be some exercise in 
every case of administrative discretion. 

Mr. Coox. There is no question about that, Senator. Not only should there 
always be that exercise, but there was room for it under this statute. 

Mr. Narrn. We attempted to get the survey to which Mr. Cook refers and 
have been unable to do so. I might say that previous testimony indicated that 
Mr. Cook set a floor of a thousand dollars vesting, according to Mr. Berger, the 
then counsel of the Department, but that has not been followed since Mr. Cook 
left the Office and many, many items of small value were vested. 

I would like to explore with Mr. Cook, a case that came before the committee 
of something less than $2,000 which reposed in a bank account in New York in 
the joint names of an American citizen and a person who was considered to be an 
enemy national under this statute. 

The Office of Alien Property vested the bank account. In the meantime the 
enemy national had died. The claimant, an American citizen, appeared before 
the Office of Alien Property, before three lawyers of the office, in an attempt 
to make a deposition that the money belonged to her. She represented herself, 
pro se. The hearing examiner found in favor of the claimant and ordered the 
property to be returned. 

The present status of the case is that the Office of Alien Property has appealed 
from this decision. There are six pages of appeal that must have cost the Govern- 
ment something in excess of the $2,000 that was involved. 

There is no question but that the claimant today is an American and why the 
Office of Alien Property has made an issue over the joint bank account is incompre- 
hensible to me 

Senator Diresen. Have you any comment to make? 

Mr. Cook. Yes, sir. I would say that is precisely the kind of asset which I 
never would have vested and had I been in the Office after it had been vested, it 
is precisely the kind of return which I would have made. 

Mr. Hayes. Is it your opinion now that under the existing laws, and that it 
has been true at all times, under the law as you have known it, that the Director 
of the Office of Alien Property did have the discretion to do or not to do as he 
saw fit under those conditions? 

Mr. Coox. That is my opinion. 

Mr. Hayes. And if you had been the director at the time that the Office vested 
the property of a fellow who had served in a GI uniform for the United States of 
America, who had been given a Purple Heart for having been hit in action, and 
after leaving the hospital, had stormed the Beach of Anzio and gave his life for 
the rest of us, would you as Director of the Office of Alien Property have vested 
the $12,000 which was found in his estate which would have gone to his mother 
in Germany otherwise? 

Mr. Coor. I would not have vested it. If I had been in the Office after it had 
been vested it would have been the first return that I would have made. 


(c) Attitude of the Department of Justice prior to 1958 

The attitude of the Department of Justice is reflected in the case of 
Pvt. Henry Gerkin. The files of the Office of Alien Property reflect 
that Henry Gerkin immigrated to the United States, acquired citizen- 
ship in due course, and was called in the service of the United States, 
under the Selective Service Act. 

In his will, executed subsequent to his induction and made in antici- 
pation of the untimely and violent death which shortly followed, 
Private Gerkin said: 

I hereby give, devise and bequeath, all the rest, residue and remainder of my 
estate to my beloved parents residing at Hepstedt, Kreis, Bremervoerde, Germany. 

Thereafter Henry Gerkin served in the European Theater of Opera- 
tions, was awarded the Purple Heart and returned to his regiment. 
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On July 1, 1944, Henry Gerkin gave his life to this country while 
storming a German stronghold and was awarded the Bronze Star, 
posthumously. 

On July 11, 1947, David L. Bazelon, Director of the Office of Alien 
Property, prepared a memorandum for his superior, the Attorney 
General, which set forth the facts in this case and stated: 

Emotionally, I find it very difficult to take this property and deny the last wish 
of the boy who gave his life for this country. On the other hand, the people in 


this office advise that although we have the power to exercise this discretion, we will 
be letting open the floodgates on requests to make more exceptions in so-called hards hip 
cases? 


If you approve, I would not vest the property in this case in spite of the fact 
that there is substantial merit to the administrative problem which might be 
created by such action. 

On July 23, 1947, Peyton Ford, Assistant Attorney General, wrote 
& memorandum on this case to the Assistant to the Attorney General, 
stating: 

While I see no reason to question the discretion of the Office of Alien Prope rty 
not to vest in particular cases, I think I should hesitate to recommend an exercis¢ 
of that discretion, if based only on emotional considerations, particularly where 
failure to vest would create administrative problems. 

On August 13, 1947, the Overseas Branch of the Office of Alien 
Property was asked to conduct an investigation of the parents of the 
late Henry Gerkin. The substance of the report is summarized in a 
memorandum of March 28, 1949, which states: 

The former burgomaster of the community in which the parents reside swore 
neither parent was a member of the Nazi party, its organizations, or engaged in 
political activity 

The investigation, however, reflected that the sons of the parents 
had been Nazi party members according to an “off-the-record”’ report. 
The parents were at the time 77 years of age. 

The Office of Alien Property finally decided on June 27, 1949, to 
provide some relief for the aged parents by authorizing the payment of 
$2,000 from the proceeds of New York Life Insurance Co. policies to 
the parents as beneficiaries. The bulk of the estate was confiscated 
under Vesting Order No. 13639 issued August 10, 1949, by which the 
Attorney General took title to the remainder of the estate, consisting 
of $14,242.48 in stocks and cash. 

It appears from the foregoing case that the prime consideration was 
not equitable treatment of individuals. The Department of Justice 
recognized the discretion granted by the act, but was more concerned 
with administrative burdens than with equitable treatment. 

(d) Testimony of Dallas S. Townsend 

On July 22, 1953, Dallas S. Townsend, Director, Office of Alien 
Property, speaking unofficially, but for the record, at a subcommittee 
hearing on pending legislation before the Congress, stated: 

Speaking only as a citizen and referring only to the question of policy, I think 
the policy was a great mistake, and I have said that to the committee before, and 


as a private citizen, 1 would be ashamed of it. But I am not now talking officially 
on this thing. 


Mr. Townsend’s statement followed the testimony of Carl J. Mulert 
of Pittsburgh, Pa., who testified concerning the estate of his father 
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who came to the United States as a young man. The father’s will 
created a substantial trust fund, from assets accumulated in the 
country of his adoption, for the benefit of brothers, sisters, and other 
relatives in Germany. Under the terms of the trust the German 
relatives were given certain life interests with the corpus upon the 
death of the life tenants vesting in the American descendants of the 
testator. 

Since 1941, the life interest has been vested in the Attorney General 
of the United States. Mr. Mulert continued by stating that recently 
one of the recipients of the trust was forced to flee from the Eastern 
Zone of Berlin and is now destitute in Western Germany. ‘These 
relatives, according to Mr. Mulert, are in dire need of their income 
from the estate which is being paid to the Attorney General. This 
situation exists in numerous cases in spite of the fact that on April 17, 
1953, by Executive order of the President, the vesting of property 
ceased. 

(e) Special cases reviewed by the subcommittee 

The following cases have been compiled from the summaries of 
pending cases prepared for the subcommittee by the Office of Alien 
Property and from closed files made available for examination by the 
subcommittee: 


ESTATES OF DECEASED MEMBERS OF THE UNITED STATES ARMED FORCES 


On June 8, 1953, the Office of Alien Property answered as follows 
a request for all cases of vesting action with regard to the estates of 
deceased members of the Armed Forces: 


The Office of Alien Property has followed the practice of unblocking the pro- 
ceeds of national service life insurance policies payable to beneficiaries who are 
nationals of enemy countries and has permitted remittances of the proceeds to 
these beneficiaries. As far as known, there has been no case of vesting action 
taken with respect to a national service life insurance policy. The Office based 
its decision to refrain from vesting on the ground that it would be unfair to seize 
the fruits of an agreement between a member of the Armed Forces and another 
Government agencv—the Veterans Administration. ‘The decision was buttressed 
by the undoubted fact that few, if any, members of the Armed Forces who pur- 
chased national service life insurance had received advice from the Government 
as to the possible consequence of designating an enemy beneficiarv. 

Senator Dirksen’s letter refers to the vesting of estates of deceased members of 
the Armed Forces. It should be noted that the Office of Alien Property has never 
vested decedents’ estates as such. Its vesting action has been limited to the 
enemy interests in the estates. In some cases, of course, the sole beneficial in- 
terest in the estate was enemy owned so that the Office of Alien Property received 
all assets remaining after payment of creditors, taxes and costs of administration. 
In most cases, however, the enemy interest was only partial and the beneficial 
interest in the estate was shared by the Office of Alien Property with American 
citizens or other nonenemies. 

In carrying out the vesting program in connection with interests in decedents’ 
estates, the Office of Alien Property has made no differentiation between estates 
of persons who died while in the Armed Forces and estates of other decedents. 
The considerations which led to the decision in regard to national service life 
insurance benefits were, of course, not present in cases of estates of deceased 
members of the Armed Forces. /n addition it was believed that an exercise of 
discretion not to vest rn these cases would create a substantial administrative problem 
by wnviting great numbers of requests for other exceptions to vesting in so-called hard- 
ship cases.*8 

Senator Dirksen’s letter requested details of any cases of vesting action in con- 
nection with the estates of deceased members of the Armed Forces. Members 
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of the office st alf assigned to estate matters are of the opinion that there were not 


a great number of cases of this nature. However, such cases have not been seg 
regated in the records of the office so that it would require screening of all files 


of decedents’ estates in order to identify them One case, the estate of Henry 


Gerken, who died while serving in the Army, has been recalled by the members 
of the staff. 


CLAIM OF MARION ILER 


Decision of the hearing examiner, Office of Alien Property, dated 
July 6, 1953, sets forth the following findings of fact with regard to 


the claim of Marion Ler, a citizen of the United States and resident 


f New York City: 


1. Alice Kusswetter, the claimant’s aunt, opened a bank account No. 136778 
in the Emigrant Industrial Savings Bank on January 4, 1932. This account had 
a balance of $2,641.13 as of March 26, 1936. 

2. On March 27, 1936, Miss Kusswetter had the designation of this account 
changed to read ‘‘Alice Kusswetter or niece, Marion Ller, or the survivor.” 

3. Alice Kusswetter was the life beneficiary of a testamentary trust under the 
will of Elisabeth Marbury, deceased, and the funds deposited in her individual 
savings account, as Well as in the joint account, were derived from this life interest 
in the trust. 


1. Alice Kusswetter was naturalized as an American citizen in 1922. She 
resided in New York City where she was em ploye d as secretary to Elisabeth 
Marbury until the latter’s death. In September 1936 she left on a tri p.to Germany 


because of the precarious health of a sister, are ‘sident of Germany. She intended 
to return to New York as soon as her sister’s condition and her own health per- 
mitted Her sister, a victim of cancer, lingered longer than had been expected 
and Miss Kusswetter was caught in Germany by the war. Her own health 
then deteriorated. 

5. The joint account Was opened for the convenience of Alice Kusswetter it 
order to enable the claimant to make withdrawals in the former’s behalf as the 
during her stayin Europe. The claimant intended to make no 
Withdrawals from the account for her own use and understood that the account 
was put in her name for the convenience of her aunt during her absence, but 
that she would succeed to absolute ownership of the account upon the death of 
her aunt. 

6. The Alien Property Custodian by Vesting Order No. 6684 dated June 20, 
1946, vested ‘‘that certain debt or other obligation owing to Alice Kusswetter 
or Marion [ler by the Emigrant Industrial Savings Bank, New York, N. Y., 
arising out of a savings account, Account No. 136778,” after making a finding 
that the property so described was property within the United States owned or 
controlled by, pays ible or deliverable to, held on behalf of ne on account of, or 
owing to, or which is evidence of ownership of control by, the aforesaid national 
of a designated enemy country. 

7. On July 15, 1946, the bank in compliance with the Custodian’s demand and 
vesting order paid over to the Office of Alien Property the sum of $2,911.20 
constituting the entire proceeds of Bank Account No. 136778. 

8. Alice Kusswetter died in Germany on September 24, 1946, having lived 
there since her departure from New York in 1936. 

9. Notice of claim for the return of the vested property was filed by the 
claimant with the Office on October 10, 1946. 


occasion warranted 


POSITION TAKEN BY THE OFFICE OF ALIEN PROPERTY BEFORE ITS 
[EARING EXAMINER 


The Office of Alien P roperty conce ded that under New York law, 
the claimant was entitled without question to all of the moneys in 
the account because of the death of the other joint tenant. The 
attorneys argued, however, that the claimant was not now entitled to 
the proceeds of the account and the statutory presumptions avail the 
claimant nothing because there was no money still on deposit in the 


2” Full details with regard to the estate of Pvt. Henry Gerken have been previously reported 
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savings bank at the time of the death of Alice Kusswetter. Under 
New York law, the Claims Branch pointed out, a joint tenancy is 
severed when one joint tenant conveys his interest to a third person. 
The third person and the remaining owner thereafter hold the property 
as tenants in common, and the right of survivorship, the character- 
istic feature of joint tenancy, is destroyed. McKelway’s Estate (211 
N. Y. 15, 166 N. E. 348 (1917)). Furthermore, the Claims Branch 
pointed out, a severance of a joint tenancy may be brought about 
as a result of action of one not even a party to the joint tenancy. 
Thus, the attachment of the interest of one joint tenant in a bank 
account operates as a severance of the joint ownership, terminates 
the right of survivorship, and creates a tenancy in common. Dover 
Trust Co. v. Brooks et al. (111 N. J. Eq. 40, 160 Atl. 890 (1923)). 
The vesting order and the payment over of the funds to the Custodian 
were equivalent to the transfer or assignment of the account by Alice 
Kusswetter, and therefore had the effect of terminating the joint 
tenancy and destroying the sury ivorship. 

Applying these principles, the Claims Branch took the position that 
the claimant was in no event entitled to more than her moiety of the 
bank account as a tenant in common, and she was only entitled to 
that if she could affirmatively prove that she was a true joint tenant 
in the first place when the joint account was established in 1936. 
Reviewing the evidence, the Claims Branch then argued that it 
clearly rebuts the presumption of a true tenancy, and establishes 
beyond a doubt that Miss Kusswetter was the sole owner of the funds 
on deposit. The claimant was, therefore, entitled to receive nothing. 


POSITION OF CLAIMANT 


Representing herself, pro se, claimant made no argument on the 
law. She stated her failure to comprehend the treatment accorded 
her in a letter written in response to a “brief’’ filed by the Claims 
Branch of the Office of Alien Property: 

What does Mr. Kane mean * * * that a true joint tenancy was never created? 


Why do banks, lawyers, ete., advocate joint accounts if they mean nothing? 


DECISION OF THE HEARING EXAMINER 


In an 18-page decision the hearing examiner on July 6, 1953, held 
that the claimant, Marion Ler, should recover $2,911.20 of which 
she had been deprived since the confiscation took place on June 20, 
1946. 


PRESENT POSITION OF THE OFFICE OF ALIEN PROPERTY 


On August 5, 1953, the Claims Branch submitted a 6-page “petition 
for review” to the Director of the Office of Alien Property. As of 
October 6, 1953, no final decision has been rendered. 

The committee finds that there is no equity in the adjudication of 
this claim. Equitable adjudication of claims signifies comparable 
treatment of claimants. Examination of numerous files indicates 
that numerous cases of adjudication exist wherein no conscionable 
comparison can be drawn between the merits of the cases compared 
and the remedies afforded the claimants. 
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Equitable adjudication of claims by the Office of Alien Property 
has been attacked in hearings before the subcommittee on the ground 
that such adjudication has been, in certain cases, subject to coercion 
under influence and sharp practice against the claimant. These 
charges have been substantiated and the following cases presented in 
subcommittee hearings represent uncontradicted proof of this 
assertion: 

CLAIM OF TSUKASA KIYONO 


Tsukasa Kiyono is a Japanese national born in Okayham, Japan 
In the year 1907 he immigrated to the United States. In 1914 he 
purchased a tract of 40 acres near Mobile, Ala., and by 1939 had be- 
come one of the largest growers of azaleas and camellias in the world 
Mr. Kiyono and his wife were barred under the law from becoming 
American citizens as they were native-born Asiatics. In 1926 and 
1928, daughters were born to Mr. and Mrs. Kiyono, who by reason of 
their birth in the United States were American citizens. In 1939 
Mr. and Mrs. Kiyono and their daughters traveled to Japan on round- 
trip tickets, with valid reentry permits issued by United States 
authorities. Due to the illness of Mrs. Kiyono, and the outbreak of 
the war, the Kiyonos were prevented from returning to the United 
States, 

SEIZURE OF TSUKASA KIYONO’S PROPERTY 


The nursery properties owned by Kiyono in Mobile, Ala., and other 
assets, were seized under vesting orders dated August 6, 1942; De- 
cember 30, 1942; June 18, 1943; September 13, 1943; June 12, 1946; 
and June 17, 1946. Immediately after vesting, the nursery property 
was sold by sealed bids for the sum of $156,267.50 cash or $176,267.50 
terms, although in an affidavit filed with the subeommittee, attorneys 
for Kiyono alleged that for several vears prior to sale the business 
had been producing a net annual taxable income in excess of $100,000 
per year. Certain securities owned by Kiyono had been placed in 
escrow in the Merchants National Bank of Mobile in 1940 pursuant 
to an agreement with the Internal Revenue Bureau as security for 
income-tax claims made against him. These securities were sold by 
the collector of internal revenue on May 3, 1943, for $207,197.58. 
In August 1947, upon his return to the United States with his family, 
Kiyono filed separate suits tor the return of the vested property and 
for a redetermination of the tax assessments made against him by the 
Bureau of Internal Revenue. 

In an affidavit filed with the subcommittee, counsel for Kiyono 
states that Kiyono, prior to instituting the tax action, was verbally 
assured by officials of the Office of Alien Property that any tax refund 
which Kiyono might secure would not be vested as the policy was to 
permit the payment of such refunds to aliens residing in the United 
States. 

On October 17, 1949, the Tax Court of the United States found no 
failure on the part of Kiyono to pay income tax and on May 4, 1950, 
granted a refund of overpayment of taxes in the amount of $157,111.20 
with interest, amounting to a sum in excess of $250,000. 

At the written request of the Office of Alien Property, the Bureau 
of Internal Revenue refused to make the refund ordered by the Tax 
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Court. Repeated efforts were made by Kiyono’s counsel to enforce 
judgment, without success. 

In their affidavit filed with the subcommittee, counsel for Kiyono 
state that on April 2, 1952, Henry Hilken of the Office of Alien Prop- 
erty informed them telephonically that he 


would recommend to his superiors that the tax refund moneys be eleased if Mr 
Kivono would aaqree to drop his claim in the O file of Alien Property and would also 
1aree to dismiss the action pe nding in the district court of the United States to recover 
the property ve sted by the Alien Prope ty Custodian. Thereafter, in a series of 
negotiations, it was repeatedly asserted by Mr. Hilken that, unless the Kiyonos 
and their counsel would agree to the proposal made by him, the Office of Alien 
Property would vest the tax refund moneys. 


In their affidavit, counsel produced a copy of the followmg message 
received from the Office of Alien Property: 


‘CONFIRMATION—PBS TELETYPE “?P. BoB: 


TELETYPE SERVICE 
APRID 7 1: 


32 PM 1952 
‘260 MM WA/J-APC 

WASHINGTON DC 4-7-52 117P 
ROBERT ASH 

BISCAYNE TERRACE HOTEL MM 

REGARDING MY PROPOSAL TO BAUERSFELD ON APRIL 2, 1952, 
gE: KIYONO MATTER MUST HAVE FINAL DECISION IN APPRO- 
RIATE FORM NOT LATER THAN MONDAY MORNING APRIL FOUR- 
KENTH. 

‘H G HILKEN CHIEF INTERCUSTODIAN AND PROPERTY BRANCH 
OFFICE OF ALIEN PROPERTY.” 


Che affidavit of counsel then states: 
Thereupon, acting under the compulsion of the situation, as detailed above 


Mr. Tsukasa Kiyono came to Washington and, In the Office of Henry G, Hilken 
authorized his counsel to sign a letter, dated April 15, 1952, agreeing to the 
terms imposed upon him by the Office of Alien Property He was required to 
approve said letter by his signature. Thereafter, a praecipe was duly filed in 
the United States District Court for the District of Columbia, under the com- 


pulsions aforesaid, purporting to dismiss the action pending therein with preju- 
lice; and the tax refund monies were subsequently released and paid to him 
The course of these compulsions is evidenced by a series of letters and memo 


randa, copies of which are annexed hereto and made a part hereof. 
EVIDENCE AGAINST KIYONO 


Counsel for Kiyono alleged that Kiyono was never an enemy within 
the meaning of the Trading With the Enemy Act as their presence in 
Japan was involuntary; that they did not enjoy full rights of Japanese 
citizenship, and were members of a group which was discriminated 
against by reason of a law, decree or regulation which prevented them 
from enjoying full political rights. In accordance with the policy of 
the Department of Justice, confidential investigative reports were not 
made available to the subcommittee for review. The files of the 
Office of Alien Property, however, contain a memorandum dated 
April 15, 1952, from James D. Hill, Chief, Litigation Branch, to 
Harold 1. Baynton, Director, which states in part as follows: 

In my opinion, claimants’ rights to a return under section 9 are completely it 
doubt; I feel that they have a 50-50 chance of recovery. 

If this Office were to vest claimants’ tax refund of $217,000 I feel that the. 
would have a much greater chance of recovering that portion of the property. 
It is possible that they might recover that property while not recovering th« 
property vested while they were in Japan. * * * 


o 


Subcommittee hearings, November 17, 1953. 
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In my view the present claim is one in which there are many close questions, 


and the ultimate rights of the parties are completely in doubt. A disposition of 
the matter by which this Office retained the property already vested and released 
claimants’ remaining property is in the interest of the Government and is also 
‘quitable and fair to the claimants 


The file does not indicate any substantial question of Kiyono’s 
lovalty to the United States. The 50-50 chance referred to above is 
a technical legal question as to whether Kiyono can recover under 
any circumstances since he is not a citizen of the United States. 

In this determination of citizenship the Office of Alien Property 
resorts again to the questionable policy of looking to Japanese law 
not American law—in deciding whether Kiyono had abandoned 
Japan during his 33 years’ residence in the United States. 

This decision does not appear equitable to the committee. The 
Government of the United States is not in the business of adminis- 
tering alien properties for the expressed purpose of making money. 
If the individual claimant’s case is strong, the Office of Alien Property 
should not use its position to force a man into dismissing a suit for 
$156,000 in order to avoid the confiscation of $250,000. Such pro- 
cedure is coercive and inequitable. 


CLAIMS OF GENERAL DYESTUFF CORP, STOCKHOLDERS 


All outstanding shares of the capital stock of General Dvestuff 
Corp. were vested by vesting order No. 33 dated June 30, 1942. 
Ownership of the shares of the corporation at the time of vesting were 
held by the following individuals, all citizens of the United States: 


Number 
N\ s of registered rs of shares 
J. Robert Bonnar 60 
W. H. Duisberg 1,975 
Klizabeth S. Halbach 
and 4,725 
F. H. Stafford, trustees 
Henry F. Hermann 30 
Pert Kuttroff aia 225 
George A. LaVallee 50 
R. Lenz 400 
H. W. Martin id 350 
A. V. St. George - 750 
Le nnart swenson _ 73 
\. T. Wingender a 40 


The theory of seizure was that the shares were in fact the property 
of nationals of a foreign country and not that of American citizens 
who appeared as the registered owners.” 

Subsequent to vesting, suits were filed by these American citizens 
pursuant to section 9 (a) of the Trading With the Enemy Act, as 
amended, to recover their property. These suits were, however, 
settled by so-called compromise agreements prior to a trial on the 
merits by a court of the United States. 

The settlement figures paid to the claimants for their interests 
ranged from $118 per share for the Halbach Trust to $265 per share 
to Mrs. St. George. The committee, after hearings on this subject 
and examination of the facts, is unable to reconcile the spread in these 
figures. Such settlements cannot be held equitable. 


st Vesting order No. 33, dated June 30, 1942. 
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The subcommittee held public hearings on July 20, 21, and 22, 
1953, at which time considerable testimony was heard regarding this 
case. Summarized, the testimony was as follows: 

Mr. Leo T. Crowley, first Alien Property Custodian, testified that 
the original vesting of the shares of General Dyestuff Corp. was 
undertaken as a matter of expediency. 


When we set up our new office and our new organization, we naturally took 
over the stock of General Aniline & Film. 

Our lawyers and people in the vesting department felt that as a matter of 
procedure we had the right to take over the stock of the General Dye, which 
included Mr. Halbach’s stock. I felt that it was my responsibility, as Alien 
Property Custodian, that I was the trustee for our Government, and that my 
responsibility was to operate these properties as well as I possibly could, and 
to conserve these assets the best I possibly could. ® 

* * * * * * * 

During my course as Alien Property Custodian, I got to know Mr. Halbach 
very well. You people that were here during the war know there was a lot of 
emotion, which there always is, during a war, and Mr. Halbach was accused of 
being a cloak for the Germans and being anti this and anti that. We had an 
investigation made of Mr. Halbach. I think the FBI made one for me. I know 
the military did. And I had Mr. Shaffer make an investigation for me. As 
Judge Burns told you, he made an investigation. And we found no evidence 
anywhere, where anyone could cause any criticism to be made against Mr. Hal- 
bach’s integrity or against his patriotism.** 

* * * * * * 


The subcommittee then heard the testimony of John J. Burns and 
Kdward Maine Shaffer, to whose reports Mr. Crowley referred above 


Senator DirKEN (to Mr. Shaffer). Now, did you investigate this General Dye- 
stuff matter? 

Mr. SHAFFER. Yes, sir; at length. 

Senator DIRKSEN. Did you have an opportunity to observe what went on at 
General Dyestuff? 

\Ir. SHAFFER. Yes, sir. 

Senator Dirksen. The conduct of Mr. Halbach, his antecedents and back- 
ground? 

Mr. SHarrer. I did, and my investigation was during the period when the 
Custodian was then the title owner of the stock. 

Senator Dirksen. How long were you engaged in this particular investigation? 

Mr. SuHarrer. I will estimate as closely as I know, sir, that it was the better 
part of 5 months directly in New York and in the preparation of the reports 
thereon some 2 or perhaps 24% months additional. 

Senator Dirksen. Were you familiar generally with the allegation that was 
then current to the effect that either General Aniline or General Dyestuff or both 
may in whole or in part have been a clock for an enemy interest that would 
justify the vesting of the stock? 

Mr. SHAFFER. Yes, sir. 

Senator Dirksen. Well, now, I think that is about all the refreshment I need 
to give you on this. You can tell us what you think has a bearing on it. 

Mr. Keenan. Did Mr. Crowley ask you to make the investigation? 

Mr. SHAFFER. It was at Mr. Crowley’s direct assignment that I went. I might 
say for technical accuracy that I was responsible to a Mr. Joseph King, who at 
that time was the Chief of the Investigation and Research Department, and it 
was to him that I reported. 

However, it was with Mr. King in the presence of Mr. Crowley that I was 
directly sent to the General Dye Corp., with explicit instructions to beware of 
rumor, and please bring back facts uncolored by prejudice or any feeling. It 
was difficult, as you suggest, sir, because there was an open feeling, then, that 
since the corporation had then been seized why should we waste this time to 
conduct further examination. But the examination was conducted, and I 
believe it was healthy that it was done. At all times we were looking for a fact 
that could be substantiated. I believe that in the report which we completed we 
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had documentary and actual bases for listing the fact that we did list, or for 
claiming them to be facts.*4 

Senator Dirksen. May I ask, were all of your investigations made in this 
country, or did you also investigate abroad? 

Mr. SHAFFER. Mine personally was in this country. There were allied reports, 
that were coming from offices of ours, of men who had been sent, let’s say, into 
Switzerland, into the Philippine Islands early, in the—I want to correct that 
Philippine Islands. We had information from people who were familiar with 
the Philippine Islands, but in the Hawaiian Islands. There were ramifications 
of the dye sale business in many lands. We talked to many of those who in 
any way crossed the path of this corporation, and where we felt it would be 
justified to do so. I never did leave the country, sir. To tell the story of 
General Dyestuff is quite lengthy. 

Senator Dirksen. We would like to have it brief and to highlight only those 
important things. 

Mr. SHarrer. I will summarize it. J believe that the United States Government 
made a mistake in vesting the stock of Mr. Halbach. TI felt so then, and I realize 
that it must be defe nded, and I believe I can defe nd it my statement, that is, 

The business was essentially German. Over a period of years, the German 
chemical houses lost their control into just a ‘‘do business” arrangement by way 
of parents and by way of former friendships. The year 1939 saw the mark of the 
complete break, in my opinion, from the former association by personnel, and I 
mean Dietrich Smith and General Ainiline Film & Dyestuff into a completely new 
and wholesome set of owners, namely, Hallbach, Swensen, Dr. St. George, people of 
that nature 

I believe it was in error to have designated these gentlemen as nationals of an alier 
enemy country and then proceed to seize their stock. I still feel that way 5 36 

* * ok * + * 


The subcommittee then examined John J. Burns, who stated: 


Shortly after that, maybe 2 months from that, Mr. Crowley sent for me and 
said that he had vested the stock of General Dyestuff, but he was somewhat 
concerned about the propriety of it, and he would! ike to have me go in as general 
counsel. My particular task in addition to acting as lawyer for the company 
was to make a very careful investigation and report to him as to whether or not 
I found any basis which would tend to prove that Mr. Halbach was either a non- 
national under the wording of the statute, or that his holding was a cloak for 
alien interests. So I took up that assignment, and together with my partner 
Mr. Rich, we made a very careful investigation, looking into practically all the 
files that seemed relevant. We talked to the employees, talked to Mr. Halbach 
and his associates, and tried to get as many leads as we could from Government 
sources to explore them, to find wout what possibly might be the basis of any 
charge against the owners of the dyestuff stock.*” 

+ ¥ * * * x 

Mr. Burns. To sum up, I reported to Mr. Crowley after this investigation 
that I could not find the slightest basis which would justify his action in vesting 
the stock of General Dyestuff. I recommended, out of a consideration of sim- 
ple honesty and fairness to an American citizen, that Mr. Crowley should return 
the property. Thereafter I talked with him and he indicated very definitely 
general sympathy toward Mr. Halbach, and accepted my reportings apparently 
without questioning. 

Later on, when Mr. Crowley went on some other Government assignment, | 
talked to his successor and made the same point; that I felt, in view of what I had 
come to know, that the retention by the Government of this property in the light 
of all those circumstances, particularly while the Government was continuing 
Mr. Halbach in the primary responsible position as operator, and while he was 
serving his country as the expert on dyestuff for the War Production Board, that 
the deprival of his property under those circumstances was highly immoral 
I did not see any legal basis upon which is would be supported. That is about all 
I have to say.38 

* * * . * * * 

* Amendments to the Trading With the Enemy Act. Hearings before a subcommittee of the Committee 
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Ernest K. Halbach then testified before the subcommittee outlining 
his reasons for settling the case without a trial on the merits, as 
follows: 


Mr. Hatsacu. The settlement, yes; why we sold the stock for the settlement 

First, my wife, as you all know, was desperately ill, and the newspaper notoriety 
and the beating that she got and she knew that I was getting, weighed terribly 
heavy on her, and my daughter, and myself, and her brother, who is one of the 
trustees, were very anxious to relieve her of that stigma and the effect of that on 
her, because she was an intensely and rabidly loyal American.*° 

he second compelling reason was the fact that due to our agreement as to oul 
option, which we had set up for our own protection, it was used and turned 
around against us, because when the Government took the company we were 
harassed with the fear that I might be discharged and my stock would trip the 
option and automatically be offered back to the company, and my attorney who 
is a member of Sullivan & Cromwell, recited that to me so many times He said: 

“You have to be careful. You will lose your job is you don’t look out.’’ That 
was the second reason 

My funds were pretty well dissipated in all of this and I couldn’t afford to lose 
my position there. Despite the reduced salary it was still something that we had 
to have. Those were the two things. I remember very distinctly him saying to 
me when this thing was finally settled: 

‘Ernest, you are a very sensitive man and if you go on with this trial you are 
going to kill your wife.” 

There was nothing else to do. 

Senator Kerauver. Mr. Halbach, when was the settlement made? 

Mr. Harsacnu. 1945. 

The CHAIRMAN. As a matter of fact, your wife had cancer and these Federal 
nen kept bothering her? 

Mr. Haxusacu. Federal agents came out. I came home one night and I could 
hardly believe it. I saw her face was scarlet, and I said, ‘‘What on earth is the 
matter with you?” 

She told me that these two agents from the Treasury had been there and ques- 
tioned her about me and my connection and trying to intimate that I was German 
or something to that effect. I never could get it out of her. She was so upset 
and so bewildered with it all that I never could find out, except I knew th 
men had been there. 

The CHAtrRMAN. She died shortly thereafter? 

Mr. HautBacu. Some months after. 

Senator KmnrauverR. What time in 1945 was the settlement consummated? 

Mr. Haupacu. In January, I think. 

Senator Krrauver. In the first part? 

Mr. Havsacn. I think so. January, I believe it was. 

Senator Krerauver. Was the settlement and everything terminated before 
V-—E day, which I think was in May 1945? 

Mr. Havpacn. Yes. 

Senator Krrauver. Were you still an employee of the company at the time 
settlement was made? 

Mr. Havpacn. Yes.‘ 

lhe subcommittee feels that its examination of this case has revealed 
a reasonable doubt as to whether the various American stockholders 
of General Dyestuff Corp. were treated in an equitable manner. In 
view of the doubt which exists as to the merits of the original vesting 
and subsequent methods used in obtaining settlement, the committee 
further finds the decision of the Office of Alien Property to resist, on a 
technicality, a trial of the true issues in this case by a court of the 
United States to be a substantial departure from the accepted doctrine 
that a citizen is entitled to his day in court. 

A letter from the late Senator Robert A. Taft to the Attorney 
General most adequately summarizes the views of the committee in 


ese two 


%” Tbid. (34) previously cited. 
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this case and is substantiated by testimony before the subcommittee 
on July 20, 21, and 22, 1953. Senator Taft’s letter is as follows: 


Hon. James P. McGranery, 
The Attorney General, De partment of Justice, 
Washington, D. C. 

Dear Mr. Arrorney GENERAL: This acknowledges your letter to me con- 
cerning the Halbach case. Your letter must have crossed my second letter to you 
of January 3, agreeing with the arguments of Senator Langer’s letter to you of 
January 2, concerning the same case. I cannot help but feel that your letter must 
have been prepared before you yourself had opportunity to read Senator Langer’s 
letter and my second letter, since your reply reflects a misunderstanding of my 
views. 

I am fully cognizant of the successful technical position of the Government 
behind its ‘purchase release” of the Halbach stock. Let me point out, however, 
that a trial on the merits of that technical defense is not a trial on the merits of the 
Halbach case. Whether Halbach can technically prove duress—always an almost 
impossible burden to sustain—the very opposition of a wartime government and 
the relative helplessness of a citizen in a negotiated wartime sale does not create 
presumption of overreaching by government, even though there might not be 
technical duress which is provable in a court. 

A trial of the merits, in my judgment, is a trial of the fundamental issue, 
namely, whether the Halbachs were enemy nationals or cloaks for enemy nationals, 
so that government was entitled to seize their property prior to its ‘“‘purchase’”’ 
after seizure. Such a seizure does carry an implication of dislovalty in the time 
of war. It is important that a government dedicated to doing justice that it 
look beyond the merits of technical devises and examine the fundamental issues of 
justification for the confiscation of property in the first instance and the implica- 
tion of disloyalty that so easily goes with it. If the Government acted properly 
and legally in this matter, it has nothing to fear or to lose since the court would 
confirm such seizure. If this was not a proper action by government, it should 
not hide behind a technical curtain and prevent a citizen from asserting his rights 
on the basic merits involved. 

I am convinced in the interest of justice that the Department of Justice, under 
which the confiscation was effected, should lend every effort to clarify the matter 
before it goes out of office. I respectfully suggest, therefore, that you reexamine 
the whole matter in the light of my second letter and also the letter of Senator 
Langer. 

Respectfully, 
Ropert A. Tart.*! 

The following cases concern for the most part the claims of German 
nationals to property located in the United States. The Office of 
Alien Property has in no instance, in the cases set forth, established 
that the claimants were enemies in the true sense of the word and has 
relied upon the technical definition of the word ‘‘enemy”’ as set forth in 
the Trading With the Enemy Act. The position of the Office of Alien 
Property has been taken without regard to the descretionary powers 
granted under the terms of the act which direct that the provisions 
thereof be exercised in the best interest of the United States. 

In recommending enactment of the War Claims Act of 1948, the 
Office of Alien Property and other executive agencies failed to inform 
the Congress that individuals who sympathized morally with the 
Allies’ position in World War II and, further, who actually jeopardized 
their lives by overt actions against their own government would 
receive inequitable treatment under the Trading With the Enemy 
Act. 

The cases set forth herein represent a mere sampling of the claims 
for the return of property vested under the act. 
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The substantial confiscated assets which represent wholly American 
interests are another subject of great concern to the committee. The 
prosecution of the war and the objectives of the act were not furthered 
in any sense by the confiscation of the property which was created in 
the United States by citizens of this country and which could not be 
considered enemy property except that its American creators had 
seen fit to provide that the fruits of their efforts be directed by will 
or deed to an individual so unfortunate as to be designated an “enemy” 
under the provisions of the act and through a course of action taken 
by his government. 


ESTATE OF PVT. OTTO C. KNOBLAU 


The files of the Office of Alien Property reflect that early in the year 
1946, John Yaeter, next friend and administrator, filed General Order 
No. 5 with the Office of Alien Property in accordance with existing 
regulations. The form reported that Otto C. Knoblau, who had 
entered the United States Army in 1935, was killed on June 17, 1944, 
on the battlefields of France, as a member of the infantry, had left 
an estate consisting of $192.62 on deposit in the National Central 
Bank, Baltimore, Md. The form further stated that the only heir 
to this estate appeared to be one Tony Kotzerke of Gestemunde, 
Germany. 

On May 26, 1947, the Office of Alien Property seized the $192.62 
as the property of a national of Germany (Tony Kotzerke, who is 
not further identified in the file). 

In forwarding the $192.62 to the Office of Alien Property, the 
attorney for the estate reminded the Office that the deceased was a 
member of the armed services, who had been killed in Normandy, 
France. 


THE PROPERTY OF GEORGE MAXIMILIAN VON DZIEMBOWSKI 


On July 21, 1953, the chairman received a letter from an American 
businessman, who had completed a trip through Europe. This 
businessman advised that in Germany he had learned of the case of 
Mr. Von Dziembowski, a man 70 years of age, who during World 
War II had openly and secretly opposed the Nazi regime in its war 
adventures and its senseless sacrifices of human lives. Through 
various persons the American had learned that Mr. Von Dziembowski 
had toward the end of the war acted to prevent German troops from 
resisting the advancing Americans. Because of his efforts he escaped 
death only by hiding until the American troops arrived. Today 
Mr. Von Dziembowski is the mayor of his community and a strong 
supporter of Chancellor Adenauer. 

According to the American businessman, Mr. Von Dziembowski, 
though possessing real estate in Germany, is in difficult financial 
position because of the necessity of caring for family-refugees from 
Poland. 

As his mother and other relatives were Americans, Mr. Von 
Dziembowski inherited substantial funds from them before the war. 
These inheritances were vested by the Office of Alien Property and 
to date Mr. Von Dziembowski is unable to secure return of the 
inheritances. 
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The letter from the businessman concluded, as follows: 


I am convinced that he is one of the most deserving Germans and, if the fact 
that he was not in a concentration camp should be a difficulty in the way of a favor- 
able decision, his sufferings and the danger to his life as an enemy of the Nazis 
could possibly be considered as fully acceptable equivalent, to say nothing about 
the desirable and necessary encouragement for the good element in Germany, 
which is helping us to achieve peace with its proper contribution toward it. 


The following information concerning the property of Mr. Von 
Dziembowski has been received from the Office of Alien Property in 
the form of a status report. 


Stratus Report or Ciarm No. 41095, Docket No. 53 T 695, Grorar MAXIMILIAN 
Von DzIeEMBOWSKI 


This claim, filed on December 28, 1948, seeks the return of the claimant’s 
interest in a trust set up under the will of Louisa de Raasloff, deceased, vested by 
Vesting Order No. 2209, dated September 20, 1943, and stocks, bonds, and bank 
account vested as the property of the claimant by Vesting Order No. 11205, dated 
May 5, 1948. Both vesting orders found that George Dziembowski was the 
owner of the vested property or interest and that he was a resident and national 
of Germany. 

A hearing on this claim was originally scheduled for August 5, 1953, before a 
hearing examiner of this Office. At the request of the attorney for the claimant 
this hearing was postponed and reset for hearing on October 12, 1953. Thereafter, 
Congress curtailed the amount of money authorized for the administrative ex- 
penses of this Office requiring a reduction in force, which resulted in the release 
of the attorney to whom the case was assigned. Because of such reduction in 
our personnel, the Director instructed the Chief of the Claims Branch and the 
Chief Hearing Examiner that all hearings on title claims should be postponed 
indefinitely. Therefore, the hearing on this matter, scheduled for October 12, 
1953, will be indefinitely postponed. 

The issue raised in this claim is whether George Von Dziembowski, within the 
meaning of section 32 (a) (2) (D), is an individual who, as a consequence of any 
law, decree or regulation of Germany, discriminating against political, racial or 
religious groups, has at no time between December 7, 1941, and the time when such 
law, decree or regulation was abrogated enjoyed full rights of citizenship under 
the law of Germany. 


CLAIM OF ELIZABETH VON OBERNDORFF 


In a decision dated October 6, 1952, the Office of Alien Property 
disallowed the claim of Elizabeth Von Oberndorff for the return of 
property vested in 1944, consisting of 3,250 shares of stock in an 
American corporation. The shares had a par value of $60 per share. 

In its decision, the Office of Alien Property set forth the following 
findings of fact: 


3. Elizabeth Von Oberndorff was born in Germany on September 5, 1917, and 
is and always has been a citizen of Germany. 

4. She resided in her father’s home in Diekrich, Luxembourg, continuously between 
1934 and March 1950. 

5. In March 1950, Elizabeth Von Oberndorff entered the United States, and 
resided in New York City until January 23, 1951. 

6. On January 23, 1951, she entered Niagara Falls, Canada, from Buffalo, 
N. Y., returned to Buffalo the same day as a nonpreference-quota immigrant, 
Alien Registration No. 7990737, subsequent to January 23, 1951, she resided in 
New York. 

7. Luxembourg was occupied by the military forces of Germany during World War 
TI. 

8. On August 6, 1940, the occupation authorities ordered that German be the 
official and legal language of Luxembourg. Offenses against this decree were 
punishable by imprisonment or fine. 

9. On June 1, 1941, a decree was issued forbidding the use of the French lan- 
guage by members of the German race in Luxembourg. The decree provided for 
unlimited punishment of imprisonment or fine in serious cases of vialation. 
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10. On August 4, 1943, a decree was issued stating that ‘‘criminal elements 
have set themselves openly against the community of the people and have tried 
with brutal force to disturb the quietude and order.’’? Anyone feeding or sheltering 
such criminals or aiding in their crimes would be subject to the death penalty. 

11. Decrees were issued ordering all able-bodied persons to engage in employ- 
ment which aided the war effort. 

12. Elizabeth Von Oberndorff was asked to take a position in the German Nazi 
women’s organization. She refused. 

13. Claimant was ordered in 1943 to work in a factory producing war goods. At 
that time claimant was unmarried and 26 years of age. Precautions were observed at 
the factory to prevent sabotage as some of the workers were regarded as politically 
unreliable. Claimant was without previous experience in factory work. She was 
engaged in this manual work a short time when she feigned poor health. After several 
weeks of absence because of illness, her employment at the factory was terminated on 
June 25, 19438. 

14. Directions that she resume work at a rag-processing factory were amended 
so that she could work as a medical assistant and driver for Dr. Joseph Sinner. 
Dr. Sinner, a friend of claimant’s father, Count Alfred Von Oberndorff, obtained 
permission to employ the claimant. She worked exclusively for Dr. Sinner from the 
end of June 1943 to September 1944. From time to time investigations were made to 
determine whether she was actually and actively working for Dr. Sinner. While in 
the employ of Dr. Sinner, the claimant drove him to the abodes of hidden political 
refugees who were receiving medical treatment 

15. In February 1943, occupation authorities came to the home of claimant and 
accused her of showing bad spirit. She was told that the authorities had received com- 
plaints against her for having spoken French in public in violation of an order. 

16. Two employees in claimant’s home were requisitioned for war work in 1943. 

17. In 1944, a fugitive from the German 8. 8. Corps was given meals and a hiding 
place in claimant’s home. A statement from the fugitive, Jean Roeder, in part 
is as f>llows: 

‘But also here it was already an open secret that I had slain two S. S. men. I had 
lo keep myself completely under cover. In this I succeeded in the castle of Count 
Von Oberndorff at Moestroff, where I received meals and a safe hiding place with 
permission of the count and his daughter, Countess Elizabeth Von Oberndorff. Well 
aware of the danger to be executed with me, if I would be found in the castle, they 
nevertheless did not push me back nor did they surrender me, although it would have 
been very easy for them to denunciate me to the Gestapo, which was constantly passing 
by.”’ 

18. The claimant gave 1,000 francs to the leader of the resistance movement in 
Luxembourg and after he was arrested by the Gestapo she gave his wife 2,400 frances. 

19. The occupation authorities were unaware of the aid the claimant gave to 
the Luxembourg resistance movement. The comprehensive statement of 
Dr. J. Sinner concludes as follows: 

“Also she continued to carry on her relationship with the Luxembourg resistance 
movement, on spite of the risk, well known to her, that af discovered she would be tried 
for high treason.”’ 

20. Throughout the war claimant maintained a friendly, sympathetic attitude 
toward Luxembourg and the United States. 


DECISION OF THE OFFICE OF ALIEN PROPERTY 


The Office of Alien Property held that the claim failed to meet the 
standards of eligibility for return stated in subsection (D) of section 32 
of the Trading With the Enemy Act and had failed to establish that— 

1. That at no time after December 7, 1941, did she enjoy full rights of citizenship. 

2. That her deprivation or failure to enjoy full rights of citizenship was due to a 
law, decree or regulation. 

3. That this law, decree or regulation was discriminating against political, racial 
or religious groups. 

In explaining its decision, the Office of Alien Property stated as 
follows: 


The evidence shows that the claimant demonstrated contempt for an order of 
the military government which suppressed the use in Luxembourg of the French 
language; that she gave assistance, financial and otherwise, to the resistance 
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movement; that she was forced to respond to a general work order and that she 
performed the work of a laborer in a war factory; that she was spared from being 
transferred to a rag cleaning and reprocessing factory by the intervention of Dr. 
Sinner, a friend of the claimant’s family, who obtained official approval to have 
the claimant assigned to him as an assistant in his work in the medical profession; 
that at the risk of being detected and put to death as the penalty, she gave aid and 
succor to persons in the anti-Nazi underground movement; that the anguish and 
fear of being apprehended for activities which were prohibited by order of the 
military government; that her long residence in Luxembourg caused her to resent 
the occupation of that country. It is contended that these acts, although not 
detected and consequently not penalized, when coupled with a history of resist- 
ance to political changes in Germany dating back to the early 1940’s, manifested 
by the resignation of Count Alfred Von Oberndorff, claimant’s father, from the 
diplomatic service of Germany and the family taking up residence in Luxembourg 
in 1934, plus the added fact that claimant’s brother, Charles Von Oberndorff, had 
become a citizen of the Netherlands in 1932 and was later decorated by the Nether- 
lands for anti-Nazi activities, are definitive of discrimination under ‘‘color of law”’ 
within the purview of subdivision (D). 

The record does not show definite, tangible evidence that the claimant was a 
member of a group which was singled out by direct or indirect official acts of dis- 
crimination during the vears of her resider ce in occupied Luxembourg She was 


not detained by the military or civilian police. She was not subjected to threats, 
intimidation, coercion, or third-degree interrogation as a suspect possessing 
marked political or ideological antagonism to the German military government 
of Luxembourg or the Hitler regime F 

The poignant antipathy of this claimant to the decrees and orders of the 
German military authorities is unmistakable. The steps taken by the occupa- 
tion authorities to harness or integrate the manpower and other resources of 
Luxembourg were resented by the claimant to an extent that she exposed herself 
by her actions to severe punishment. She invited the hazards of violating the 


orders and regulations. Her actions were not detected 
The rules and orders which the claimant violated were of general application. 
It appears that these measures applied uniformly to the people of the occupied 


country. They were war measures designed to accomplish the occupation 

The evidence adduced by the claimant falls short of establishing two requisite 
elements for eligibility under section 82 (a D dD “It has not been established 
that the righ ts of the el lznay ‘ a Gern an citize n, bere reduce ! many s ihstant al 
way during the occupation of Luxembourg, or that the action taken against her was 


of discriminatory nature. 


On December 29, 1952, the Director of the Office of Alien Property 
in a decision stated that 

Upon consideration of the briefs and the stipulated facts, I have concluded 
that the decision of the hearing examiner accurately sets out the relevant facts 
and the applicable law. Accordingly, the petition for review is denied. 


ESTATE OF META LEMPE 


The file in the Office of Alien Property concerning this individual 
identifies her only as an American citizen who had learned to read 
Braille at the German institution Kreisblinden Anstallt and who 
upon her death willed various sums of money to Lutheran organiza- 
tions located in the United States. 

Meta Lempe died on May 25, 1945. Her will was probated in 
Albany, N. Y. The will left $1,000 to the Kreisblinden Anstallt 
institution located in Wurzburg, Bavaria, Germany, and $2,000 to 
one Otto Kressner, Bavaria, American zone, Germany. 

Paragraph 18 of the will specifically directed the executor to with- 
hold payments of the legacies until he is assured that payments could 
be made without danger of confiscation or diversion in whole or in 
part and that the legatees would have the benefit of said money. 
The will further directed the executor that “until such time as the 
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above conditions could be fulfilled the money was to be impounded 
pursuant to the provisions of section 269 of the Surrogates Court 
Act, as amended by chapter 343 of the Laws of 1939,” 

The will directed that the legatees were to form a part of the 
residuary estate if for any reason they lapse or fail. 

The file reflects that in its recommendations for vesting, dated 
February 8, 1949, the Office of Alien Property described the Kreis- 
blinden ‘Anstallt institution as a county blind institution. Inasmuch 
as it was not a private charitable organization, its interest in the 
estate of Meta Lempe was subject to seizure. 

On August 23, 1949, one Margaret C. Hammer of Omaha, Nebr., 
wrote to the Office of Alien Property, pointed out that the terms of the 
legacy and the fact that Sister Steiner, who was in charge of the 
institution, had requested her aid in securing the legacy ‘from the 
Office of Alien Property and requested advice as to what action should 
be taken. Miss Hammer noted that she herself was sending clothing 
and food to help care for the blind children who were in the institu- 
tion. The Office of Alien Property simply advised Miss Hammer that 
under the law the institution was not eligible to receive the legacy. 

On September 16, 1950, Mr. Otto Kressner, the other legatee, wrote 
to the Office of Alien Property, stating that he did not belong to any 
group of political or religious persecutees; however, he was 60 years of 
age, had lost all of his belongings through bombing during the war; 
that he was the son of an American-born woman; and that his wife 
was presently dying. He requested advice as to how he could secure 
the money left to him under the will of Meta Lempe. 

On October 18, 1950, Mr. Kressner was told that he was eligible to 
file a claim, which he did on January 25, 1951. On October 29, 1951, 
Mr. Kressner was told that the Office of Alien Property was filing a 
motion to dismiss his claim as “‘it is not eligible on the face.’’ He was 
further told that he would be notified of the date on which the hearing 
would be held on the motion to dismiss. On October 15, 1952, the 
claim of Mr. Kressner was dismissed by the Office of Alien Property. 


THE ESTATES OF UNITED STATES SENATORS NEWLANDS AND SHARON 


No more vivid illustration of the far reaching and, no doubt unreal- 
ized effect of the confiscatory program inaugurated by the Treasury 
Department in 1945 can be found than in vesting of certain assets of 
the estates of former United States Senators Francis E. Newlands 
and William Sharon, both of Nevada. 

Senator Newlands married Clara Sharon, daughter of the Senator 
from Nevada. One of the daughters of this union, Frances, married 
Leopold von Bredow, a German national. Frances Newlands von 
Bredow died 2 years after her marriage, leaving her infant daughter, 
Friederike and her husband surviving. The fortune, all in the United 
States, inherited from her grandfather, Senator Sharon, was divided 
between the daughter Friederike and the husband Leopold von 
Bredow, under German law. 

A number of years later, Leopold von Bredow married again and had 
eight other children. 

Upon his death, he left the fortune inherited from his American 
wife, Frances Newlands, to his nine children. Friederike, having 
inherited a substantial fortune directly from her mother, waived her 
share in favor of her half brothers and sisters. 
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All of the assets which descended to Friederike and her brothers and 
sisters were located in trusts created in the United States. These 
assets were vested under the Trading With the Enemy Act. 

The von Bredow family have a record of opposition to the Nazi 
Party and were active participants in the underground. Members of 
the family were imprisoned for their complicity in the plot to 
assassinate Hitler. 

Friederike and her six children are citizens of the United States and 
residents of the State of Nevada. One descendant is a member of the 
Armed Forces of the United States. 

The committee finds that the confiscation of the assets of the es- 
tates of former Senators of the United States through attachment from 
their descendants and relatives has accomplished no real objective. 
In truth this act is a blow at family unity and respect for private 
property for which this country stands champion throughout the 
world. 

ADMINISTRATION OF BusINEss ENTERPRISES 


The question has been posed by section 2 of the resolution as to 
whether the administration of business enterprises under the act has 
been 

(a) Efficient. 
(b) Financially sound. 

Any decision by the Government to continue the operation of 
vested enterprise is, and has been, a decision to substitute govern- 
mental for private management; while a decision to liquidate or sell 
is a decision to substitute one group of owners and managers for 
another. 

Generally speaking, the inherent difficulties of Government owner- 
ship and operation of business enterprises would appear to be present 
in an enterprise like the General Aniline and Film and General Dye- 
stuff Corps. by the Office of Alien Property. Key executives in these 
enterprises have unanimously voiced their opinion that the forward 
and continued progress of the business is definitely impeded by reason 
of Government ownership and operation. They contend that fluidity 
to make continuous adaptions of policy and management, which are 
required for the efficient administration of business enterprise and the 
continued need for capital investment, coupled with long-range plan- 
ning, are essential ingredients of any successful enterprise. These 
ingredients are, they contend, lacking under governmental control. 
Risk capital does not seek employment in a Government corporation 
and competitors are quick to assert the difficulties of dealing with an 
enterprise which is ultimately controlled by Government officials. 

On June 9, 1953, the chariman of the subcommittee forwarded a 
letter to the present managers of 25 business enterprises that had, 
until sale, been under the control of the Office of Alien Property. 
The letter, which requested comments as to the efficiency of the 
management by the Office of Alien Property, read as follows: 

The Senate of the United States has appropriated funds which are to be used 
to conduct a thorough examination of the administration of the Trading With 
the Enemy Act. A copy of Senate Resolution 245, which has been extended by 
the 83d Congress in its original torm, is attached hereto, in order that you may 
be apprised of the specific information which this subcommittee has been re- 
quested to ascertain with respect to prope rty vested by the United States Govern- 
ment under the provisions of the atorementioned law 
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You will note that items 2 and 3 of the resolution direct that this subcommittee 
make an examination as to whether business enterprises vested by the United 
States Government have been managed in a sound and efficient manner. In 
addition, there is further direction which requires an examination as to whether 
sound policies have been used in the procuring of services for the enterprises in 
question. The period of review extends from December 18, 1941, to date. 

Inasmuch as the business enterprise which you now head, or an interest therein, 
was seized under the provisions of the Trading With the Enemy Act, and was, 
until its sale or return, managed by the Office of Alien Property Custodian and/or 
its successor, the Office of Alien Property, I firmly believe that you are in a posi- 
tion to make a material contribution to the efforts of this subcommittee. 

You are in a unique position to comment upon the efficiency and competence 
of Government management and I would appreciate receiving your views as to 
whether or not the Office of Alien Property Custodian and/or the Office of Alien 
Property managed the enterprise, with which you are associated, in a sound and 
efficient manner. Specific facts or circumstances which support any opinion you 
may wish to offer will be of material assistance to the subcommittee. 

The subcommittee is further interested in compiling a list of fees paid by vested 
properties to individuals or firms for services rendered during vesting. If it is 
possible for you to furnish such a list which would include names, addresses and 
amounts received by year, I urgently request that such a list be included with 
your comments, 





I desire that this examination be conducted in the most economical manner, 
and have therefore decided to contact the various business enterprises by letter, 
rather than expend funds for the employment of a large staff to solicit information. 

Should you desire to discuss this information with a member of the staff rather 
than transmit the same by letter, please do not hesitate to make such a request. 

I assure vou that vour cooperation in this matter will materially aid the Senate 
of the United States in its legislative efforts for better government. 

The replies received indicate that the majority of the present owners 
are of the opinion that the management while under Government 
ownership was both sound and efficient. The replies bear out the 
testimony of witnesses before the subcommittee that generally the 
enterprises were interfered with as little as possible, and this action 
was for the most part the reason for the success enjoyed. While 
containing some criticisms, the replies are considered as a compliment 
to the conscientious effort made by the Office of Alien Property 
Custodian and the Office of Alien Property to preserve the seized 
property until sale. 


Pomicy oF THE Orrick or ALIEN PRopEeRTY IN PROCURING 
SERVICES FOR VESTED ENTERPRISES AND PROPERTY 


The Office of Alien Property has since 1942 held through vesting a 
substantial interest in 469 business enterprises. In those enterprises 
where the Office of Alien Property held or holds a controlling interest, 
the enterprise has been subject to the dictates of the Office of Alien 
Property and that Office has had under its control the filling of the 
following offices in the enterprise: 

1. Officials of the enterprise. 
2. Members of the board of directors. 

In addition, the Office of Alien Property as owner of the controlling 
interest supervised the retention of the following services: 

1. Legal. 

2. Accounting. 

3. Advertising. 

4. Insurance. 
5. Public relations. 
Management engineering.” 


) 
) 


—_- 


@ Interim report, p. 46. 
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In an effort to determine the policy of the Office of Alien Property 
in retaining such services and whether that policy has been sound, the 
subcommittee, as early as November 20, 1952, directed a letter to the 
Office of Alien Property requesting a statement of policy, the identity 
of all firms and individuals retained to perform services and the total 
fees paid in each instance. 

On December 20, 1952, that office re plied rather evasively as to its 
policy. The reply simply advised that in some instances the services 
were retained by the enterprises without consultation with the Office 
of Alien Property and in other instances were retained after consulta- 
tion with the office.” 

The reply further stated that the Office could not assemble the 
information requested as to fees paid without devoting a large seg- 
ment of its personnel to the task, and offered to furnish data on fees 
paid to specific firms upon request. The subcommittee was also 
referred to certain information previously furnished the Honorable 
Alexander Wiley which was reported i 
report. 

_ This le tter is self-evident of the fact that up to the period December 

1952, the subcommittee had available for examination no adequate 
information from the Office of Alien Property as to the policy with 

‘egard to the obtaining of services, and insufficient 
whch to base an examination of such services. 

On March 26, 1953, after the testimony of Lewis E. Rubin, Chief, 
Management and Liquidation Branch, Office of Alien Property, was 
taken at a public hearing the subcommittee renewed its attempts to 
secure further data concerning fees paid by various vested enterprises. 
A letter was directed to the Office of Alien Property which identified 
46 business enterprises in which the Attorney General exercised con- 
trol through his majority stock ownership, and requested that, with 
respect to each firm, the Office of Alien Property furnish (1) the 
identity of firms retained to provide legal, accounting, advertising, 
insurance, public relations, and management engineering services 
since the date of vesting, and the total fees paid each firm; and (2) a 
list of officers that have served the firms since the date of vesting, 
together with their annual salaries, fees, and expenses 

On June 8, 1953, the Office of Alien Property made available the 
last of the requested information concerning the 46 enterprises named 
in the subecommittee’s letter of March 26, 1953. The result obtained 
from a study of such fees, and of the data previously furnished 
Senator Wiley, is reported hereinafter. 

On the basis of testimony before the subcommittee, data now made 
available by the Office of Alien Property and staff investigations, the 
following appears to have been the policy of the Office of Alien 
Property with regard to the procuring of services. 


1. Officials of vested enterprises 

The Director of the Office of Alien Property or his superiors in the 
Department of Justice could and did name private citizens to serve 
vested enterprises at salaries ranging from $97,000 per year to $50 
per week. The appointments were made at the order of the Director 
of Alien Property or the Attorney General, without consultation with 
the Chief, Management and Liquidation Branch, Office of Alien 


43 bid. 42 previously cited. 
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Property who supervised the enterprises.“ The appointments were 
automatically confirmed by the boards of direc tors of the enterprises 
all of whom were either employees of the Office of Alien Property or 
private citizens selected by the Director of the Office of Alien Property 

r his superiors in the Department of Justice. 

There is considerable evidence that personal and political considera- 
tions played a part in the selection of some such officials. No official 
investigations have been made by any Government agency to deter- 
mine before appointment the character and qualifications of the 
persons named as officials. In 1946 the Department of Justice 
approved an offer by the FBI to make investigations of officers of 
vested corporations and shortly thereafter approximately 16 such 
investigations were made. Since that time only a few scattered 
requests have been made for FBI investigations, although the Office 
of Alien Property has continued to appoint officials of vested business 
enterprises over which it exercised control.” 

Some persons formerly employed by the Office of Alien Property 
Custodian, Office of Alien Property or Department of Justice are 
presently drawing substantial salaries as officers of vested enterprises. 
g Directors of De sted ente rprise Ss. 

The boards of directors of vested enterprises under the control of 
the Office of Alien Property, are composed in some instances of all 
emplovees of the Office of Alien Property, in other instances of alien 
property emplovees and private citizens and in some few cases of all 
private citizens The question of who shall serve and the composition 
of the board is entirely in the discretion of the Director of the Office 
of Alien Property or his superior, the Attorney General. 

At each meeting of a board comes up, the Management and Liqui- 
ae Branch of the Office advises the Director of the Office of Alien 

Property of the forthcoming meeting and requests the Director's 
recommendations and instructions as to whether any replacements 
are to be made on the board, and if vacancies exist, the name of the 
individual to be appointed to the board. 

f the Management and Liquidation Branch is advised by the Direc- 
tor that an Office emplovee i is to be p laced on the board, the ¢ Chief of 
the Branch selects an employee to serve as a board member. This 
Branch, however, has no control in the selection of persons not em- 
ployed by the Office of Alien Property. Such a selection is made only 
by the Director, Deputy Attorney General or Attorney General.’ 

The subcommittee has found that Office of Alien Property employees 
and employees of its predecessor, the Office of Alien Property Cus- 
todian, who were gr reces to directorships while Government 
employees retained the directorships, sometimes for years after 
leaving Government en ae and drew the usual director’s fees 
of $25 to $100 per meeting in addition to expenses. In this manner 
former employees have saleched thousands of dollars in fees after 
severing their Government employment. In one particular case, a 
former Assistant Attorney General while so employed by the De ‘part- 
ment of Justice, collected director’s fees from a vested enterprise during 
a 2-year period. 

“ Testimony of Lewis E. Rubin, February 27 and March 5, 1953, 


43 Letter from J. Howard McGrath to Senator Alexander Wiley, p. 4, 
6 Ibid. 44, previously cited. 
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3. Retention of other services 

The retention of other services for business enterprises such as legal, 
advertising, and so forth, was made as follows: 

If the service to be ratained involved the payment of a large fee, 
the Director of the Office of Alien Property was consulted either 
officer of the enterprise. In the event the contact was with the 
Management and Liquidation Branch, that Branch informed the 
Director who named a firm or person to be retained. That name 
was conveyed to the firm by the Management and Liquidation 
Branch. Approval by the board of directors was automatic as all 
served at the pleasure of the Office of Alien Property 

In other instances, the Director of the Office of Alien Property 
simply informed the Management and Liquidation Branch that a 
person or firm was to be retained and the Branch notified the vested 
enterprise. In those cases wherein an officer of the enterprise indi 
cated a desire to retain a specific firm or service, approval of the 
Director of the Office of Alien Property was civen direct to the firm 
upon request. 


through the Chief of the Management and Liquidation Section or an 


In instances where the services were of minor importance officials 
of the vested ente rprise could make the retention without clearance 
from the Office of Alien Property 

The subcommittee has found numerous instances wherein: 

1. Emplovees of the Office of Alien Property Custodian or its 
successor, the Office of Alien Property were placed on boards of 
vested enterprises while so emploved. After serving their Govern- 
ment employment these individuals in addition to the collection of 
usual director’s fees secured for themselves or private firms with 
which they were or became connected, lara fees from vested enter- 
prises. 

2. The subcommittee has also found instances where the firms of 
private individuals named to the boards of vested enterprises, secured 
substantial fees from the same vested enterprise. 

3. Investigation reflects that former employees of the Office of 
Alien Property Custodian, Office of Alien Property, or Department 
of Justice or private firm with which they became connected, have 
been paid more than $1 million by vested enterprises under the 
control of their former employer, the Office of Alien Property 
Custodian or the Department of Justice. The cases which follow 
are illustrative. 

E. LEITZ, INC. 


EK. Leitz, Ine., was incorporated in New York on March 29, 1941, 
as the successor to a corporation engaged in the business of manu- 
facturing, selling, and repairing photographic equipment, microscopes, 
and optical instruments. The company is known as the distributor 
of the Leica camera in the United States 

By vesting order 108 dated August 24, 1942, the Alien Property 
Custodian took title to all of the corporation’s outstanding stock, 
giving the Office of Alien Property Custodian and its successor, the 
Office of Alien Property, complete ownership and control of the 
corporation. Since August 1942, the Alien Property Custodian and 
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the Director of Alien Property have, at their discretion, named officers 
of the company, directors, and retained services for the company. 
In late 1952, the Government’s interest in E. Leitz, Inc., was sold 
at public sale for $787,008.12. 

Harold E:. Horowitz 

In March 1948, Harold I. Baynton, then Deputy Director of the 
Office of Alien Property, telephonically contacted Harold E. Horo- 
witz, a New York attorney, whom he had met through Herbert 
Bergson. Bergson was, at the time of the call to Horowitz, a Depart- 
ment of Justice employee and shortly thereafter became an Assistant 
Attorney General. Bergson was also a former college roommate of 
Harold E. Horowitz. In the conversation Baynton told Horowitz 
that he (Baynton) would like to place him on the board of directors of 
EK. Leitz, Inc., as they were disturbed about the operation of the 
company.® 

Horowitz accepted the assignment and in the same year became 
chairman of the board and president of E. Leitz, Inc. His appoint- 
ment to these official positions was approved by the corporation’s 
board of directors then composed of: 

John C. Kelly, an employee of the Office of Alien Property 
from September 22, 1942, to December 23, 1944, and a member of 
the advertising firm of Kelly, Nason, Inc., New York City. 
Kelly was appointed to the board of directors of E. Leitz, Inc., 
during November 1944. 

Edward J. Chapman, a partner in the law firm of Chapman and 
Keane, New York City. 

Donald U. Emmert, an employee of the Office of Alien Property. 

Matthew F. Raftree, an employee of the Office of Alien 
Property. 

C. Gordon Lamude, an employee of the Office of Alien Property. 

During the period 1948 to 1951, Mr. Horowitz, as preside nt and 
chairman of the board of directors, received a total salary of $78,000 
from E. Leitz, Inc., and $33,169 in expenses.* 

During this same period, Horowitz received $24,437.50 for handling 
litigation in connection with the vested and Office of Alien Property 
controlled enterprise, Greenpoint Coal Docks, Inc. He also served 
as chairman of the board and executive officer of Fred Mulhens, Inc., 
a vested enterprise, and for this received $4,500 in fees and expenses. 
Horowitz also received a legal fee of $5,000 from Schering, Inc., 
another vested enterprise. During the entire period, Horowitz con- 
tinued his private practice of law. 

Horowitz had no business experience other than that gained by the 
average practicing attorney and no experience in the photographic 
industry. In spite of this, the firm of E. Leitz, Inc., enjoyed marked 
success which does credit to the efforts of that individual. 


John C. Ke lly 

As previously noted, John C. Kelly served as an employee of the 
Office of Alien Property from September 22, 1942, to December 23, 
1944, in the capacity of special assistant to the Alien Property Cus- 
todian, for which he received a total salary of $19,067.26. He has 
been president of the advertising firm of Kelly, Nason, Inc., since 1939. 





* Testimony of Harold E. Horowitz, February 13, 1953. 
# Records of Office of Alien Property and E. Leitz, Inc., New York City. 
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In November 1944, while an employee of the Office of Alien Property 
Custodian, Kelly was appointed a director of E. Leitz, Inc. 

At a special meeting of the board of directors of E. Leitz, Inec., held 
December 16, 1948, the following were present: Harold E. Horowitz, 
chairman, John C. Kelly, Edward J. Chapman, Matthew F. Raftree, 
C. Gordon lamude. 

[t was there proposed by Raftree that the firm of Kelly, Nason, 
Inc., be retained as the advertising agency to represent E. Leitz, Ine. 
The motion was seconded by Chapman of the firm of Chapman «& 
Keane, and was unanimously adopted. From 1948 to 1951, inclusive, 
the firm was retained by E. Leitz, Inc., and the gross billings for ad- 
vertising from Kelly, Nason, Inc., were $313,897.75, of which the 
advertising firm retained 15 percent as its commission. From 1944 
to 1951, inclusive, Kelly received $1,7 
Leitz, Ine. 

Statistics made available by the Department of Justice through its 
Office of Alien Property reflect that the firm of Kelly, Nason, Inc., 
acted as advertising agents for the following vested enterprises: 
Ferd Mulhens, Inec.; Schering, Inc.; Herman Basch & Co.; Regens 
Lighter Co.; Thorer & Hollander; Fratelli Branoa. 

The gross total billings submitted to the enterprises for advertising 
amounted to approximately $1 million, of which the Kelly, Nason 
firm is presumed to have received the usual 15 percent agency fee. 
Kelly, during the same period, served as director, president, and 
treasurer of the Regens Lighter Co. and director of Ferd Mulhens, Ine. 
Edward J. Chapman 

Chapman, a partner of the firm of Chapman & Keane of New 
York City, received a total of $1,775 in director’s fees from E. Leitz, 
Inc., during the period 1944 to 1951. In 1948 and 1949 his law firm 
received a total of $6,265 in fees from the same corporation. He 
also served as a director of the Amerlux Steel Products Corp., Ferd 
Mulhens, Inc., and as vice president, secretary, and director of the 
Regens Lighter Corp. From these latter positions he received a 
total of only $525 as director’s fees. However, his firm of Chapman 
& Keane received $21,200 in fees from the firm of Ferd Mulhens 
for the period 1944 to 1948. 


Donald EEmmert 


This former employee of the Office of Alien Property was named to 
the following positions while serving the Office of Alien Property: 
(1) Director, American Felsol Co.: (2) director, Regens Lighter CO.2 
(3) director, E. Leitz, Inc. 

After leaving the Office of Alien Property in June 1948, Mr. Emmert 
remained as director of American Felson at no compensation, director 
of Regens Lighter, receiving $1,500 in fees and director of EK. Leitz, 
Inc., receiving $225 in fees. 

Herbert Bergson 

As noted herein, Bergson is a former Assistant Attorney General 
in the Department of Justice and former college associate of Horowitz. 
In September 1950, Bergson resigned from the Department of Justice 
and became associated with the law firm of Bergson, Adams & Bork- 
land. On February 9, 1951, at a meeting of the board of directors of 
E. Leitz, Ine., motion was made by C. Gordon Lamude, Office of 


25 in director’s fees from E. 
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Alien Property employee, that the firm Bergson, Adams & Borkland 
be retained to represent E. Leitz, Inc., at $1,000 per month to be 
effective as of January 1, 1951. 

The subcommittee has no evidence to date that any of the foregoing 
individuals failed to perform the services for which retained. The 
foregoing serves to illustrate what appears to have been the policy 
of the Office of Alien Property Custodian and the Office of Alien 
Property in retaining services for vested enterprises. 

The Office of Alien Property, when requested, refused to set forth 
its policy and the subcommittee has set forth the facts from which 
that policy can be determined. 

The attached exhibit has been included to graphically illustrate the 
manner in which a few individuals placed in vested enterprises were 
able to pyramid their associations by mutual reciprocation through 
the control of various boards of directors and substantial fees for 
their services. 


GENERAL ANILINE & FILM CORP.; GENERAL DYESTUFF CORP. 


By vesting order dated April 30, 1942, and supplementing orders, 
the Office of Alien Property Custodian took title to 97 percent of 
the outstanding stock in General Aniline & Film Corp. under the 
theory that the real owner of the seized-stock interest was the German 
organization, I. G. Farben. The company is a manufacturer of 
chemicals, dyestuffs, photographic supplies, etc. Its total assets as 
of the end of 1952 were $139 million. The Office of Alien Property 
which presently holds the vested stock cannot dispose of its interest 
by sale because a suit for return of the vested interest has been pending 
in the courts of the District of Columbia. 

All of the outstanding stock of General Dvestuff Corp. was vested 
by orders issued in June 1942, and subsequent thereto. The corpora- 
tion is the exclusive selling agent for products manufactured by the 
General Aniline Works Division of General Aniline & Film Corp. 
Appointme nt of Jack Frye as pre side nt 

On March 19, 1953, Jack Frye testified before the subcommittee 
as to the circumstances under which he became president of the 
General Aniline & Film Corp. on August 1, 1947, and president of 
General Dyestuff Corp. on October 16, 1947. 

In early 1947 after having spent almost 20 vears with TWA Air 
Lines, Frye resigned from that company after a series of disagreements 
with the principal stockholders over the policies and programs of the 
company. On the dav that the first public announcement of that 
resignation appeared, Tom Clark, who was then Attorney General of 
the United States, and a close personal friend of Frye, contacted Frye 
and advised him that one of the companies under the jurisdiction of 
the Office of Alien Property was in need of a president. The Attorney 
General made available to Jack Krve material as to the background 
of the company, financial statements, etc., which Frye studied and 
after considering the offer made by the Attorney General against other 

‘offers which he had received, he decided to accept the presidency of 
General Aniline & Film Corp. 

Mr. Frye testified that the Attorney General was the only individual 

who had anything to do with his appointment and although there had 
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been publicity to the effect that the President of the United States 
made the appointment, he (Frye) knew of no such action on the part 
of the President. Frye also stated that he knew of no influence 
exerted on his behalf by the Democratic National Committee or Mr. 
Bob Hannegan, chairman of the committee. 

After his decision to accept, Frye consulted with the then officers of 
the company and first served as chairman of the board of directors. 
This appointment took place after the directors’ meeting in April 1947 
On August 1, 1947, Frye took over the presidency of the company 
On October 16, 1947, he was elected president of General Dvestuff 
Corp. 

Prior to Mr. Frvye’s appointment the General Aniline & Film Corp. 
had been paying its president, who was also Government appointed, 

$50,000 per vear. General Dyestuff Corp. had been paying its 
Government-appointed president, Louis Johnson, $50,000 per year. 
In 1947 Frye took over the management of both companies at a 
total of $65,000 per vear, which was less than that paid him by TWA. 

After 1948 when the companies’ net profits were the best they had 
ever been, according to Frve, the compensation committee of the 
board of directors took up with the Attorney General the question 
of increasing the salary of Frye. The committee recommended a 
salary in excess of $100,000. After the Attorney General st ated 
that he wished the amount kept under $100,000, Frye’s salary was 
increased to the present figure of $97,000 per year from the two 
companies, with a substantial additional allowance for expenses. 
Retention of services 

Frve also testified with regard to procuring services for both cor- 
porations. He stated that advertising contracts, legal fees, and other 
types of services were retained by action of the board of directors 
and that the retention of such services was not first cleared with the 
Office of Alien Property; further, that no report of such fees is made to 
the Office of Alien Property other than the submission of board 
minutes which reflect payments of any consequences for services, 
and the financial reports of the companies. 

Steptoe & Johnson 

Louis Johnson, the former Secretary of Defense, and a member of 
the law firm of Steptoe & Johnson, served as president of General 
Dyestuff Corp. from July 13, 1942, to February 26, 1947. At the 
time of his resignation, he was receiving a salary of $50,000 per year. 
He served as a director of the same company from July 13, 1942, to 
March 5, 1949, during which period he received $12,300. On January 
9, 1947, at a meeting of the board of directors of General Dyestuff 
Corp., a motion was made by Mr. Hicke y, seconded by Mr. O'Hara, 
and unanimously approved, appointing Col. Louis Johnson, who was 
then chairman of the board, and president of the company, and a 
member of the firm of Steptoe & Johnson of Washington, D. C., 
general counsel of the corporation with a proviso that he should 
receive no additional compensation as long as he was president of 
the company. 

At a meeting of the board of directors held on February 6, 1947, 
it was unanimously resolved that beginning February 6, 1947, Col. 
Louis Johnson of the firm of Steptoe & Johnson, Washington, D. C 
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should receive a retainer of $18,000 per year, payable $1,500 monthly. 
On February 265, 1947, Louis Johnson resigned as president of General 
Dyestuff Corp.” 

On January 20, 1947, at a meeting of the board of directors of the 
General Aniline & Film Corp., of which Louis Johnson was a member, 
consideration was given the appointment of counsel, and on motion 
duly made and seconded, it was unanimously resolved that effective 
February 1, 1947, the firm of Steptoe & Johnson would be appointed 
general counsel for the company at a rate of $3,000 per month. The 
compensation would be for services arising in the ordinary course of 
company’s affairs, exclusive of litigation. It was further resolved 
that the firm be compensated for services arising in the ordinary 
course of the company’s affairs in litigation to an amount not in 
excess of $50,000 per vear, such limitation to be subject to review. 

The aggregate of fees paid and expenses reimbursed to the firm of 
Steptoe & Johnson during the period from 1947 to 1951, during which 
it represented General Aniline & Film Corp. and General Dyestuff 
Corp. was $460,251.79. As of January 1953, the firm was still general 
counsel for the above corporations. 


KARL LIEBERKNECHT, iNC. 


The testimony of Lewis E. Rubin, Chief of the Management and 
Liquidation Branch of the Office of Alien Property, highlighted the 
fact that sale of the above enterprise in which the Attorney General 
controls the majority of the stock was scheduled for public sale by 
ealed bids to be opened on February 14, 1946. Between January 7, 
1946 and February 6, 1946, the company, without the consent or 
knowledge of the Alien Property Custodian, executed contracts which 
would have preempted the entire production capacity of the firm 
through 1947. The Custodian did not learn of the contracts until a 
few days before the sale and because this action affected the value of 
the property, it was necessary to postpone the sale. During this 
period knitting machines, manufactured by the company, were in 
such great demand that the Custodian found it necessary to meet 
with representatives of prospective purchasers to draw up a schedule 
of allotment for the machines manufactured up to the year 1948. 
Thereafter a 9 (a) suit was filed by claimants to the stock beld by 
Custodian, and to date, sale has been impossible because of the pro- 
visions of the Trading With the Enemy Act prohibiting such sale 
while a claim against the property is in litigation. 

In spite of the action of the president of the company, Albert 
Friedmann, which has to date prevented the government of disposing 
of its interest, Friedmann has been continued as president of the com- 
pany. ‘The subcommittee is now in possession of a letter from C. A. 
Friedmann, son of the president of the company, admitting that while 
a company employee and while the production of the company was 
so in demand it was necessary to allot the machines sold, he and 
another employee of the company acquired interest in machines made 
by Lieberknecht. As a result, in addition to his salary from Karl 
Leiberknecht, which ranges from $10,000 to $20,000 per year, C. A. 


eet 
8 Records of General Dyestuff Corp., New York City 
8 Records of General Aniline & Film Corp , New York City. 
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Friedmann made approximately $51,000 from dealing in company 
machines. His partner received profit in like amount. 

In spite of the foregoing, no action has been taken to remove Fried- 
mann as president of this Government-controlled vested enterprise. 

C. R. Bergherm, former Chief, Division of Business Operations and 
Liquidation Branch, Office of Alien Property, continued on the board 
of directors of Karl Lieberknecht in 1946 and 1947, after leaving 
Government employment, and drew $1,100 in director’s fees. Abra- 
ham M. Lowenthal, Office of General Counsel, Office of Alien Property 
Custodian, continued on the board during 1946 and 1947, after leaving 
Government employment, and received $1,400 in director’s fees. In 
addition, his firm of Tolsey, Lowenthal & Miller, received approx- 
imately $6,600 in legal fees from the company. 


SCHERING CORP. 


By Vesting Order No. 4, dated April 18, 1942, and supplementary 
orders, the Office of Alien Property Custodian and its successor, the 
Office of Alien Property, gained control over all stock of the above 
corporation, which is engaged in the manufacture of pharmaceutical 
products. The company was disposed of by private sale from which 
the Office of Alien Property received $29,131,960. 

In 1942 the Office of Alien Property Custodian appointed Francis C. 
Brown, who was then General Counsel in the Federal Deposit Insur- 
ance Corporation, as president of Schering. While employed by the 
FDIC Mr. Brown drew no salary from the corporation. In 1943 
Mr. Brown drew $2,827.36 in expenses and in 1944 received $15,000 
annual salary as president. He has since served the Schering Corp 
in the same capacity, and up to and including the year 1951, he received 
$368,195 in salary. 

In 1944 Mr. Robert E. Waterman was appointed a vice president 
of the corporation and has since received $182,484 in salary. Mr. 
Waterman was employed from July 8, 1942, to October 23, 1943, as a 
consultant to the Alien Property Custodian on an hourly basis of 
$3.93. 

Mr. Irving Jurow served as house counsel for the Schering Corp. 
from 1948 to 1951 and received a total of $56,842 in salary. Mr. 
Jurow was emploved by the Office of Alien Property Custodian from 
July 20, 1942, to October 14, 1946. 

Mr. Donald C. Cook, the first Director of the Office of Alien 
Property, received $1,900 in director’s fees from the Schering Corp. 
after leaving the Office of Alien Property and the firm of Cook & 
Berger received $38,636 in legal fees. 

Mr. M.G. Tucker, who was employed by the Office of Alien Property 
Custodian, from June 1, 1942, to March 7, 1946, received $6,240 in 
director’s fees after leaving the Office of Alien Property Custodian 
through which he was first appointed director. 


HARVARD BREWING CO, 


An examination of the fees paid by this vested enterprise reflects 
that Walter E. Guyette, the Government-appointed president of the 
enterprise, served from 1942 to 1949, during which period he drew 
an average salary of approximately $25,000. He was a member of 
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the insurance firm of Walter E. Guyette Co., which firm was paid an 
average of $35,000 per year in insurance fees by the Harvard Brewing 
Co. from 1942 to 1948. 

James E. Markham, former Alien Property Custodian, has received 
a total of $1,100 in director’s fees from this enterprise, which he 
formerly supervised in his official capacity. 


CARL ZEISS 


Vineent A. Scully, who served as an employee of the Office of Alien 
Property Custodian, from August 13, 1942, to August 26, 1944, was 
placed on the board of directors of this vested enterprise in 1943. 
After leaving the Office of Alien Property, he began drawing the usual 
director’s fees and as of January 1953 had received a total of $3,600 
from this vested enterprise. 


DAVID EDELSTEIN 


Information furnished the subcommittee staff by the Office of Alien 
Property reflects that for the period from April 17, 1950, to November 
15, 1951, David Edelstein, 15 West 75th Street, New York City, 
served as a director of Herman Bosch & Co., Inc. He received $700 
in the vear 1950 and $500 in 1951 as fees from the company. 

The Department of Justice records list David Edelstein as a former 
Assistant Attorney General in charge of the Customs Division from 
October 16, 1944, to November 1, 1951. 

David Edelstein, while an official of the Department of Justice, was 
appointed and received fees as a director of this vested business 
enterprise. 

WILLIAM SISKIND 


William Siskind, a New York lawyer, is the brother of Max 
Siskind, who is a former law associate of former Democratic National 
Chairman William Boyle. Siskind has received $77,000 in fees for 
handling cases for the Office of Alien Property, and is seeking an 
additional $51,700 from an arrangement with the Office of Alien 
Property which has been described as an unusual contingency-fee 
arrangement. In addition, Siskind, a lawyer, acted as property 
manager for certain real properties and collected approximately 
$5,000 per year for this service, which does not appear to have been in 
any way connected with his professional abilities. 


LIQUIDATION OF VESTED Business ENTERPRISES 


During the period of operation under the Trading With the Enemy 
Act, since March 11, 1942, 433 business enterprises, corporations (or 
a stock interest therein), partnerships, and proprietorships have been 
vested. Of this total, 328 were in the process of liquidation or were 
placed in liquidation at the time of vesting. There can be no question 
raised as to the promptness of the beginning of these liquidations, but 
as of June 30, 1952, 121 inactive enterprises were still in the process of 
liquidation. 

In the terms of dollar value, the bulk of approximately $335 million 
of salable property vested in the Custodian through June 30, 1950, 
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consisted of interests in business enterprises; namely, $122 million. 
Of the 105 going concerns vested, 50 have been sold, 21 returned to 
former owners, and 1 merged, thus leaving 33 continued in operation 
as of June 30, 1952. 

With respect to a review of the Custodian’s policy as to the liquida- 
tion or operation of a vested enterprise, James E. Markham, Deputy 
Alien Property Custodian and chairman of the executive committee 
during the year 1942, stated: 

\ll properties which represented a critical industry which were in good operat 
ing condition were sent to the Division of Business Cperations and all other to 
the Divisions of Liquidation. 

The Custodian’s power to sell vested property derives from sections 
12 and 5 (b) of the Trading With the Enemy Act as amended. Sec- 

l 


tion 12, as amended, provides that: 

The Alien Property Custodian shall be vested with all of the powers of a com 
mon law trustee in respect to all property, other than mot vhich has been or 
shall be reg ure to be conveved, transferred, assigned if paid ove ( 
him in pursuance of the provisions of this act, and in addition thereto, acting 
under the supervision and direction of the President and under such rules and 
regulations as the President shall prescribe, shall have the power to manag 
property and do any act or thing in respect thereto or make any disposition thereof 


or of any part thereof by sale or otherwise, and exercise anv rights or powers which 
may be or become appurtenant thereto or to the owns rshiy thereot 

Section 5 (b), as amended, was further amended by the First War 
Power Act of 1941 and now provides that: 


During the time of war, or during anv emergen declared by the President 
any property or interest of anv foreign country or national thereof shall 

vest, when, as, and upon the terms directed by the President, in such ageney or 
person as may be designated from time to time by the Preside and upon sucl 
terms and conditions as the President may prescribe such intere ) 
} he d, ised, cdministered. gq def , St { other ad f f » th nlerest af 
and for the henefit of the United Stotes. and l } 7 f ] or De ? 
perjorm any ¢ nd a acts ine ent to the accompiishmer or f t} ance of these p 
poses 


Under the authority of sections 12 and 5 (b), as hereinbefore stated, 
a sales policy for the Office of Alien Property Custodian was codified 
and published in General Order 26 on May 29, 1943.°%* It should be 
noted that while the stated policy of the Custodian from the inception 
of the office to the date of this writing has been for the prompt liqui- 
dation of vested property, that a vear elapsed before a written sales 
policy was promulgated. This written policy was in itself. merely 
and instruction for sales procedure and not a policy setting forth a 
definite criteria for the selection of enterprises for liquidation or sale. 
If such a policy exists, there has never been a codification or con- 
tinuance of policy by successive custodians in their operation under 
the Trading With the Enemy Act. All evidence would indicate that 
each successive custodian has operated under his own policies and not 
in accordance with any preconceived plan for the orderly liquidation 
of the vested business enterprises. 

Originally, the reason advanced for the retention and operation of a 
particular vested enterprise was ‘national interest.’’ Such enterprise 
consisted principally of those industries in the chemical and allied 
fields such as General Aniline & Film, General Dyestuff, Schering 


eremnnegage 
8 Annual Report, Office of Alien Prope , Department of Justic cal y led June 30, 195 
53 Minutes of the Executive Committee meeting, July 29, 1942, } 7 
% Attached hereto as exhibit A 
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Corp., Maywood Chemical Works, America Bosch Corp., American 
Potash & Chemical Corp., and North American Rayon. In some in- 
stances the sale of these enterprises was immediately forestalled 
through the institution of 9 (a) suits. However, ina number of cases 
the decision of the Custodian that the operation of the corporation 
constituted a material contribution to the economic stability of the 
United States in its war effort against the Axis Powers was the reason 
advanced for retention and operation. 

The question as to the method of disposal of vested property has in 
itself presented a serious conflict of opinion since World War I. The 
Custodian at that time determined that the law required the sale of 
vested property at public auction. 

One of the first problems resolved by the legal staff of Leo Crowley, 
the first Alien Property Custodian, was that the Custodian under the 
present law was granted the power and right, subject to certain Presi- 
dential directives, to sell at public auction or by public sealed bids or 
negotiation. 

The economic analysis of the relative merits of either type of sale 
has no place in this report except insofar as the compile ation of sales 
of going concerns indicates that in each instance where a corporation 
was offered for sale at sealed bid and the bid was rejected by the Cus- 
todian as inadequate, a subsequent public auction produced a sub- 
stantially higher bid. For ex: ayes an original sealed bid for Schmol- 
ler Investment Co. resulted in a bid for $162,950 which was rejected 
and a subsequent public auction produced a bid of $235,001. In the 
case of Ore & Chemical Corp. a sealed bid of $126,160 was rejected 
and the property was later sold at public auction for $245,000 to 
Bernard Armour. The circumstances of Armour’s entry into the 
negotiation for Ore & Chemical, according to W. D. Bradford, were: 

A member of the staff of the Division of Investigation who .new Mr. Armour 
intimately called his attention to the forthcoming sale and provided him with a 
copy of the prospectus after which he became interested 

The circumstances surrounding the first offer of $126.160 for Ore «& 
Chemical Co. and its sale for $245,000 indicate what appears to be a 
deficiency m the method of sale of vested enterprises. In this in- 
stance, after rejecting the sealed bid the Custodian was forced to 
make extensive efforts to develop a purchaser, the results of which 
effort are readily apparent in the increased sale price over that original 
bid of $118,840, approximately 100 percent. 

The choice of the method of sale, that is by public auction, public 
sealed bid, or by private sale, addresses itself directly to the equitable 
and competitive manner of sale raised by Senate Kesolution 245. 
However, it is pertinent to point out that in a memorandum dated 
October 9, 1944, Fritz Machlup, economist with the Office of Alien 
Property, in making a comparative analysis of two methods of public 
sale, public auction and sealed bids, m defending the sealed bid 
method as the most appropriate stated: 

* * * when the distribution problem is analyzed on purely economic grounds 
it becomes evident that it is impossible to select a single selling procedure which 
would be equally effective in distributing all types of commodities in all kinds of 
markets, and for all classes of buyers and sellers. 


55 Section 9 (a) of the Trading With the Enemy Act permits the filing of suit against the Custodian by 
certain classes of persons who assert thernselves to be the real owners of vested property. The Custodian 
is prevented by law from disposing of such property until the suit is settled 

® Conduct of this sale will be subsequently treated in detail. 
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However, practical necessity often demands that the minute variations which 
are integral parts of an economically perfect system of distribution must be 
ordinated to the fundamental requirement of establishing a system which can be 
administered with a minimum of delay and confusion. This observation is par- 
ticularly pertinent in the case of Government agencies as they are subject to 
persistent political maneuvers which seek to label Government activities 
fraudulent or at least unnecessarily cumbersome and confusing 

It is, therefore, important that Government disposal agencies should ignore 
minor economic considerations with respect to exceptional cases in order to 
develop a system of distribution which will function most satisfactorily in the 
majority of cases confronting that agency; and which also contains within itself 
a mechanism by which it is possible to make such adjustments as special circum- 
stances May require. 


} 
sub- 


as 


If Machlup’s position represented the policy adopted by Mr. 
Markham and his successors it would seem apparent that economic 
considerations of receiving the highest price for the property were 
sacrificed to what Mr. Machlup refers as subordination of economic 
interest to the protection of public officials, from subsequent criticisms. 


GREENPOINT COAL DOCKS, INC. 


Interest has been expressed by members of the subcommittee in 
Greenpoint Coal Docks, Inc. For this reason and by reason of the 
fact that there are numerous questions raised with respect to this 
corporation and the conduct of its sale by the Office of Alien Property 
which may be raised with respect to others, it has been selected for 
presentation in this report. 

Greenpoint Coal Docks, Inc., was vested November 25, 1947, by 
vesting order No. 10207. The general business background of the 
corporation prior to vesting was as follows: The company was or- 
ganized in 1941 by Pablo Mueller who was President and majority 
stockholder of record. The Office of Alien Property ascertained that 
the corporation was actually a subsidiary of the Hugo Stinnes Enter- 
prises of Germany, hence the vesting order. 

At the time of vesting it was apparent that the corporation was not 
a going concern. In a letter dated March 19, 1948, directed to the 
board of directors of the corporation by Pablo Mueller, Mueller stated 
that he had advised the Attorney General sometime prior to the 
vesting order that the business should be sold immediately in order 
to minimize the large operating losses which were then currently 
being accrued by the business (apparently Mueller was able, through 
his foreign connections to sever business relations of the corporation 
in such a manner as to render it valueless). 

Although Mueller had indicated, and apparently the Director of 
Alien Property had concurred in, the advisability of an early date of 
sale of the property, the business was not sold until June 9, 1950. 
This situation is demonstrative of the length of time consumed in the 
sale of a corporation when it was obvious to all concerned that such 
a sale should have been made immediately. The case itself is an ex- 
cellent example of lack of promptness in liquidation. 

Vested assets of Greenpoint Coal Docks, Inc., had been reevaluated 
as of January 31, 1946, upon the basis of evaluation by one Thomas 
E. Kennedy, a consulting engineer. The reevaluation amounted to 
an upward appraisal of the vested assets of the corporation of 
$170,489.83 (upward evaluation of vested assets is generally considered 
to be poor accounting and economic practice and should have been 
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recognized as such by the New York Office of Alien Property). How- 
ever, in the prospectus of sale the assets of the corporation were listed 
as $233,405.29 (which amount included the reevalued appraisal here- 
inbefore mentioned). If the increased evaluation had not been made 
the book value of the vested assets would have been, at the time of 
sale, approximately $53,000. 

Greenpoint Coal Docks, Inc., operated its business on property 
owned by the Newton Creek Realty Corp.; Greenpoint held an 
option to purchase this land for $200,000. However, subsequent 
to vesting, Newton Creek appeared to be in the process of liquidat- 
ing the validity of the option to purchase for several reasons which 
have no bearing upon this examination of the case. C. Gordon 
Lamude, head of the New York Office of Alien Property, determined 
that the value of this option to purchase was about $200,000, ap- 
parently basing his opinion upon unconfirmed rumors as to offers 
which had been previously made for the property in question and 
upon an appraisal by Mr. Scaturro, employee of the New York 
Office of Alien Property. Lamude stated in a memorandum to the 
files that he and Mr. Corcoran, another employee of the New York 
office, had arrived at an offering price of from $450,000 to $500,000 
for Greenpoint Coal Docks, Inc. This gave no consideration to 
“coing concern value.” 

Inasmuch as Lamude and his business advisers had ascertained 
that in their opinion the value of Greenpoint Coal Docks, Inc., lay 
in its option to purchase the peat owned by Newton Creek 
Realty Corp., it was determined to launch Greenpoint Coal Docks, 
Ine., upon a lawsuit to establish ie validity of the option to pur- 
chase beyond question in order that the value of the corporation 
might be secured beyond question. 

Harold E. Horowitz, an attorney who has figured prominently 
other aspects of this investigation, then appeared as counsel for 
Greenpoint Coal Docks, Ine. In order to forestall any action on 
the part of Newton Creek Realty Corp., Horowitz brought a sue- 
cessful pte for a declaratory judgment which established the 
validity of the option to purchase. Faced with the prospect of an 
appeal, the Director of Alien Property, at Horowitz’s suggestion, 
entered into a compromise judgment which allowed any purchaser 
of Greenpoint Coal Docks, Inc., 6 months from the date of the 
purchase of that corporation to exercise the option. 

In consideration of his services, Horowitz submitted a bill for 
services in the amount of $24,437.50. This bill was broken down 
as follows: 


Conduct of the trial $2, 000. 00 

Services at agreed $25 per hour rate, Jan. 25 to July 18, 1949—19644 
hours $+, 937. 50 
Amount for suecessful results 17, 500. 00 
Total 24, 437. 50 


In a memorandum dated December 5, 1949, from Lamude to Harold 
Baynton, substantiating the fee claimed by Horowitz, Lamude stated: 


The successful culmination of the litigation has increased the sales value of 
the stock at least $250,000. This benefit will be realized by the Attorney General 
in the increased amounts of the bids. 
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On January 17, 1950, Greenpoint was advertised for sale with the 
closing date of the bid February 21, 1950. Selco International, Inec., 
at 171 West Street, Brooklyn 22, N. Y., offered the high bid of $29,100 
which was rejected. After rejection the Custodian circularized coal 
companies and used machinery dealers in and around New York 
with the idea in mind of receiving bids on individual pieces of equip- 


ment. However, the response to these offers when totaled indicated 
that there was very little interest or profit to be realized in such 
disposal. As a matter of interest, the bids received for the equip- 


ment generally represented what would have been the tiue book 
value of the equipment had it not been for re-evaluation of the assets 
as previously stated. 

With continued operating losses and the prospect of bankruptey 
facing Greenpoint, the Custodian again offered the property for sale 
and accepted a high bid of $53,000 on June 9, 1950. The suecessful 
bidder was Hayeo Corp., of Brooklyn, N. Y. Upon conclusion of the 
sale the account of Office of Alen Property . with respect to Greenpoint 
Coal Docks, Inc., stood as follows: 


Receipts of sale $53, 000. 00 
Iixpense of sale: 

Advances to Greenpoint from OAP 3, 000. 00 
Legal fee, Horowitz 24, 437. 50 
Expense of publie offering of vested stock 907. 20 
xpense of final sal 260. 75 
Total expense 28. 605. 45 

9141 2 
24,3 ) 


In addition to the expenses listed, there should be considered the 
time which was spent by employees of the New York Office of Alien 
Property engaged in the supervision of the property during the period 
of vesting. These employees were paid out of the general funds as 
provided for in the annual authorization by Congress and were not 
specifically charged against this property. The net result of opera- 
tion of Greenpoint Coal Docks, Inc., and its ultimate sale, as herein- 
before set forth, resulted in no substantial return to the Attorney 
General. 

The sale was not concluded in a reasonably prompt manner; and 
had it been, the result would no doubt have been the receipt of a 
much higher bid if the explanation of Gordon C. Lamude, with respect 
to the loss in value of the option and to the business itself which he 
attributed to an economic decline in the spring of 1950, is correct. 

In summary, as to the prompt, equitable, and competitive manner 
of the sale of vested properties, attention should be directed to the 
fact that of 99 vested “going concerns,” sales of these enterprises were 
made as follows: 


1943 l 1949 7 
1944 j §| 1950 2 
1945 (plus 1 not sold but offered 9/| 1951 } 
1946 Q 1952 2 


1947 bs ‘ 1} 


1948 . 2 Total - 16 
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With 33 enterprises remaining to be sold or liquidated and a num- 
ber of these representing the largest of those originally vested and 
further taking into consideration the fact that section 9 (a) suits, 
which prevent sale, have been filed in a substantial number of these, 
a reasonable prediction may be made that the 10 years which have 
passed since the first vesting will be multiplied times over before the 
last of the remaining enterprises are liquidated under the present law 
and procedure—not in any sense a prompt liquidation. 


APPOINTMENT AND EMPLOYMENT OF PERSONNEL TO ADMINISTER THE 
Act 


The interim report issued January 16, 1953, sets forth the policy 
of the Office of Alien Property for the retention of attorneys and other 
personnel. It was found that the policy, in general, followed that in 
effect throughout the Government service. 

It was noted, however, that certain of the employees had not under- 
gone the now routine FBI investigation, a requisite for Department 
of Justice employment, as they had become associated with the Office 
of Alien Property Custodian or the Office of Alien Property prior to 
the time when the program was instituted. 

[It was further reported: 

That the Forms 57 (standard application for Government 
employment) on all officials (branch chiefs, and so forth) if ac- 
cepted at their face value indicated all were qualified by way of 
training and experience for their positions. 

That access to fitness and character investigations was 
de nie d the subcommittee under presidential executive order, 

That a search of congressional committee files revealed some 
official, other than the custodians and directors, had been at one 
time or another affiliated with organizations now cited as sub- 
versive by the Attorney General. 

In view of the fact that other committees of Congress are specifically 
ciarged with the responsibility of examining personnel policies in 
Government, the subcommittee has made no final determination of 
this question posed by the resolution. 

However, in order to avoid any undue implications being drawn, 
the subcommittee states that the average employee of the Office of 
Alien Property appears as well qualified for his position and his loyalty 
is as unimpeachable as those in any agency of Government. 


MAXIMIZATION OF Funps ror War CLAIMS 


Item (5) of - resolution directs the subcommittee to determine 
whether “every reasonable and proper effort has been made to maxi- 
mize the funds a be made available to the war claims fund for pay- 
ment of claims of former civilian internees and prisoners of war, as 
well as other categories of claimants.” 

The answer to the question posed is found to a great degree in the 
conclusions hereinbefore set forth. 

Any inefficiency in the administrative operation of the Office of 
Alien Property or unnecessary delay in ultimate disposition of claims 
against property seized or liquidation of the properties results in 
increased overall cost of operation. Obviously, since the adminis- 
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trative costs of the operation of the Office of Alien Property are not 
borne by appropriation from the general funds of the Treasury of the 
United States, but are authorized to be expended from proceeds of 
vested property itself, undue costs of administration are directly 
reflected in the amount ultimately available for the war claims fund. 

Section 39 of the Trading With the Enemy Act (sec. 12 of the War 
Claims Act of 1948) established the principle of “nonreturn’”’ of vested 
property to the former enemy owners and provided that the net 
proceeds of liquidation of such property are to be covered into a 
trust fund called the war claims fund. From this fund the claims 
recognized by the basic War Claims Act of 1948 are to be paid; 
namely, claims to civilian internees, claims to military prisoners of 
war, reimbursement claims of certain religious organizations, and 
certain other claims adjudicated by the Bureau of Employees’ 
Compensation. 

Purporting to act under the provisions of section 39 of the Trading 
With the Enemy Act, the Office of Alien Property made six separate 
advances to the war claims fund as follows: 


1. June 21, 1949 $25,000,000 4. Mar. 29, 1951 $30, 0CO, 000 
2. Mar. 13, 1950 15,000,000 5. Aug. 1, 1951 30, 000, 000 
3. Oct. 2, 1950_- 20, 000, 000 6. Mav 23, 1952 30, 000, 000 


The interim report, in considering the transfers of funds and the 
accounting practices of the Office of Alien Property, states as follows: 

At June 30, 1952, or at the present time, the Comptroller of the Office of Alien 
Property is unable to estimate the total of free balances in the alien accounts 
transferable to the war claims fund. However, the Office of Alien Property has 
actually transferred to the war claims fund a total of $150 million. 

The interim report further states: 

The records do not indicate nor is the Comptroller in any position to estimate 
the actual amount of free balances available for transfer to the war claims fund, 
or the actual expenses chargeable against the free balances in the alien accounts 
for the purpose of administering the program. The Comptroller has not charged 
the various alien accounts with all expenses, nor has he made any attempt to 
charge the alien accounts with actual administering expense, nor has he transferred 
the balance remaining to an account with the war claims fund. 

The interim report concludes: 

It is the opinion of the subcommittee that the Comptroller has been negligent 
in the maintenance of accounting records in accordance with the Trading With the 
Enemy Act and that the Office of Alien Property is in serious trouble if funds have 
been transferred to the War Claims Fund in excess of the net proceeds after 
administrative expenses have been charged against the free balances in the alien 
accounts. 

On February 20, 1953, Paul V. Myron, Deputy Director, Office of 
Alien Property, testified before the subcommittee with respect to the 
$150 million which had been transferred to the war claims fund. 

Mr. Myron informed the subcommittee that the adjudication of 
claims under the War Claims Act of 1948 proceeded at a rate which 
soon consumed the free balances available from the liquidation of 
vested properties and therefore available for transfer to the war 
claims fund under section 39 of the Trading With the Enemy Act. 

Mr. Myron further stated that David L. Bazelon, Director of the 
Office of Alien Property from June 1947 through October 1949, faced 
with the perplexing situation of having demands made upon him by 
the War Claims Commission for the transfer of additional funds for 
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the payment of adjudicated claims, determined, through the offices of 
the then Attorney General, that the balances available for transfer 
to the war claims fund would of necessity have to be determined under 
prov isions other than that of section 39 which call for the tre ansfer of 
only “net balances.’ 

In an ak 80 concurred in by the then Acting Solicitor General, 
George T. Washington, Mr. Bazelon stated that the Office of Alien 
Property ae transfer to the war claims fund not only “net balances’’ 
under section 39 of the Trading With the Enemy Act, but, in addition, 
such sum or sums as might, by estimate, correspond with amounts 
which would ultimately be available as “net balances,” but which 
were actually at the time of transfer subject to claims which pre- 
vented a determination that the funds were available for transfer. 

Mr. Myron stated that the foregoing decision was based upon the 
provisions of section 5 (b) of the Trading With the Enemy Act, which 
provide that property vested under the act shall be ‘held, used, 
adminisiered, and liquidated in the interest of and for the benefit of 
the United States.” The decision was further based upon United 
States v. Chemival Foundation (272 U.S. 1), in which the Supreme 
Court after World War I stated that there existed an extremely 
broad authority to use vested property in the interest of the United 
otates. 

Therefore, upon the basis of estimates of future funds to become 
available it was concluded that an initial transfer of $25 million 
entailed no risk that the funds so transferred would not ultimately 
be realized as ‘‘net balances.’’ This transfer and subsequent transfers 
were made upon such assumption by the Attorney General and upon 
the recomme nd: ation of the Di rector of Alien Property. 

It is, therefore, abundantly clear that the Office of Alien Property 
a not determined the actual amount of “net balances,”’ as required 

y law, which were available for transfer to the war claims fund, 
- had instead proceeded upon an estimate of probable future funds 
which would become available. 

Mr. Myron, under questioning by the subcommittee as to the 
method used in determining estimates of future “net proceeds,”’ 
stated that vested property 1s gt nerally earried on the books of the 
Office of Alien Property at nominal value. The estimates, upon 
which transfer to the war claims fund were made, had generally been 
determined by adjusting nominal book value to reflect increases or 
decreases represented by the actual value of the property. 

The confusion which existed in the Office of Alien Property with 
respect to these estimates and to the actual funds available for 
transfer to the ee claims fund is demonstrated by the following: 

On December 31, 1952, the Office of Alien Property, on its balance 
sheet, listed “Hsin ated balance of net proceeds, for war claims fund, 
$98,018,000." This was in addition to the $150 million already 
advanced. 

In testimony before this subcommittee on March 11, 1953, the 
Chief, Legal and Legislative Branch, Office of Alien P roperty, testified 
that after conferring with the Comptroller of the Office of Alien 
Property he had learned that there was a total of at least $120 million 
now free and clear for credit against the advance of $150 million. 

Subsequently, at a conference held on March 27, 1953, which was 
attended by representatives of the War Claims Commission, the 
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Department of Justice, the Office of Alien Property, and this sub- 
committee, the same official stated that the Office of Alien Property 
had just determined that, in its view, $116 million of the $150 million 
advanced was free and clear from all claims. This estimate was 
$4 million less than testimony had indicated some 2 weeks previous 

The subcommittee concludes that the Office of Alien Property is 
not only unable to actually determine, at any given time, the “net 
proceeds” available from the liquidation of vested assets, but that 
there had been a transfer of a sum, probably in excess of $30 million, 
to the war claims fund, which was not available under the provisions 
of the Trading With the Enemy Act 

The Office of Alien Property, in April 1953, aware that the money 
was not available for transfer to the war claims fund, was forced to 
deny the request by the War Claims Commission for an additional 
$60 million, urgently needed for payment of adjudicated and pending 
claims under the War Claims Act of 1948 

The subcommittee feels that the obligations which the Government 
of the United States has assumed with respect to certain individuals 
and religious organizations, arising by reason of their personal suf- 
ferings and economic losses during the war, should not and must not 
be contingent upon the uncertain liquidation and ultimate disposition 
of enemy assets in this country. 

As soon as the foregoing facts were ascertained, the chairman of the 
subcommittee, on July 7, 1953, introduced S. 2315, which provided 
that the sum of $60 million (an amount stated by the War Claims 
Commission to be adequate for the needs under the War Claims Act 
of 1948, as amended) be authorized to be appropriated for credit to 
the war claims fund. The bill further provided that any sums 
advanced under the appropriation would be reimbursed to the 
Treasury insofar as possible from the ultimate disposition of con- 
fiscated enemy property. 

Legislation, in the form of H. R. 5741, was also introduced in the 
House of Representatives at this time by the Honorable Charles 
Wolverton. This bill directed the Office of Alien Property to transfer 
an additional $60 million over and above the $150 million previously 
advanced to the war claims fund. 

This subcommittee heartily agreed with the objective of the House 
legislation; that is, the provision of funds for the payment of claims 
under the War Claims Act of 1948, as amended. However, it 
strenuously opposed that phrase, ‘‘in addition to the sum of $150 
million heretofore covered into the Treasury,’’ inasmuch as such 
language could well be construed to have sanctioned the previous 
questionable transfers of the Office of Alien Property. 

In the closing days of the Ist session of the 83d ( ‘oneress, S. 2315 was 
passed by the Senate and H. R. 5741 was passed by the House. At 
a conference it was agreed that the Office of Alien Property be directed 
to transfer additional sums, not to exceed $75 million to the war 
claims fund, and at the same time authorized to be appropriated such 
amounts so transferred by the Office of Alien Property for repayment 
of advances made. By such action the fiduciary capacity of the 
Director of the Office of Alien Property and/or the Department of 
Justice as trustees of vested property, title to which is still in question, 
is thereby protected. Without such provision it is conceivable that 
advances could have becn made in excess of the ultimate liquidated 
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sum realized by the Office of Alien Property upon conclusion of its 
program. 

This measure, Public Law 211, 83d Congress, chapter 344, 1st 
session (S. 2315) reads as follows: 


An Act To AMEND Section 39 or THE TRADING WITH THE ENEMY ACT OF 
OctToBEeR 6, 1917, As AMENDED 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 39 of the Trading With the Enemy 
Act of October 6, 1917, as amended, is amended by inserting ‘‘(a)” after ‘‘Sec. 
39” and by adding at the end thereof the following new subsection: 

b) The Attorney General is authorized and directed, immediately upon the 
enactment of this subsection, to cover into the Treasury of the United States, 
for deposit into the War Claims Fund, from property vested in or transferred to 
him under this Act, such sums, not to exceed $75,000,000 in the aggregate, as may 
be necessary to satisfy unpaid awards heretofore or hereafter made under the 
War Claims Act of 1948. There is hereby authorized to be appropriated to the 
Attorney General such sums as may be necessary to replace the sums deposited 
by him pursuant to the foregoing sentence.”’ 

Approved August 7, 1953. 


PATENTS AND Patent PO.LicIEs 


Questions (6) and (7) of the resolution seek answers whether 
(a) “proper consideration has been given in such administra- 
tion to the promotion of healthy competition in American in- 
dustry ; and 
(b) “scientific and technical discoveries and technological ad- 
vances have been made available to the public on the widest 
possible basis consistent with the aforementioned objectives.” 

The committee finds that patents, scientific, and technical advances 
have been made available on the wident conceivable basis. How- 
ever, the policy has not necessarily resulted in the promotion of healthy 
compe ‘tition in American industry. 

The original patent-policy of the Alien Property Custodian sets 
forth is major obje ctives: 

The winning of the war. 
The permanent enlargement of our national production in 
the postwar period. 

Testimony adduced before the subcommittee indicates that the 
Office of Alien Property has vested approximately 45,000 patents and 
5,000 patent applications, 

Donald C. Cook, former Director, Office of Alien Property, clearly 
distinguished between two general types of vested patents; 1. e., 
“captive” and “loose.”’ ‘Captive’ patents are those held by corpo- 
rations and “loose” are those held by individuals and not related to 
corporate assets or business structures. 

Mr. Cook found no quarrel with the policy of licensing ‘“loose’’ 
patents on a nonexclusive basis for a nominal fee of $15. However, 
he felt that the policy which required “captive” patents of vested 
corporations to be licensed on a reasonable royalty rather than on a 
just compensation basis did not promote healthy competition in 
American industry. 

The American Bar Association in referring to the patent policy 
stated in 1943: 

Despite denials, the policy stated by the Alien Property Custodian is considered 
by your committee to be outright confiscation or commercial destruction, which 
is an indistinguishable equivalent. 
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The committee further warned that it 
was impressed by the very great and quite needless hazard of retaliatory con- 
fiscation of United States property abroad if a policy of confiscation is pursued. 

This controversy with respect to treatment of ‘captive’ patents is 
most clearly demonstrated in the preparations and considerations 
which led to the sale of the Schering C orp. 

The suce ess of any chemical corporation, be it drug or otherwise, is 
largely dependent upon its patent monopolies. ‘The proposed sale of 
& corporation depe — upon a monopoly created and recognized by 
law was so closely allied with an apparent provision of the law which 
required the widest possibile distribution of scientific and technological! 
discoveries that a conflict of opinion immediately arose 

This conflict resolved itself in two clearly distinguishable points of 
view; 

(a) The first view was that the Custodian was charged with the 
responsibility of selling the vested property at the highest price 
obtainable at a public sale in order to maximize funds to be made 
available to the war claims fund. Those individual Custodians 
who held to this point of view sold any vested corporation, 
together with its patent holdings for the highest price obtainable 
at a public sale; and 

(b) The second point of view, which was apparently subscribed 
to, in some measure at least, was to the effect that the law 
required that corporations under control of Alien Property be 
divested of monopolistic patents and patent contracts, making 
the same available on the widest possible basis through lieensing 
to the general public and to competing corporations within the 
economic structure of the United States. 

Reference was previously made to the sale of the Schering Corp. 
and to the patent controversy which arose in connection therewith. 
First, Schering could have been sold stripped in its entirety of any 
patents held and which had been obtained prior to or subsequent to 
the vesting of a —— While there were those in authority 
who subscribed to such a pene lure, it is self-evident that the sale 
of any corpor: Seon stripped of its assets would have been a complete 
failure insofar as economic remuneration was concerned. Further- 
more, if the patents were made available for public use on the widest 
possible basis, it appears that the competition of Schering Corp. in 
the drag industry of the United States would have been eventually 
destroyed this to the economic benefit of the large industrial concerns 
which tend to monopolize the drug industry. 

Schering Corp. was eventually sold subject to certain compromises 
with respect to its patent monopolies. A cutoff date was reached, 
not based upon any practical theory of law, but strictly in a spirit of 
compromise with those holding the position as outline Lin (1) above, 
that the patents belong to the corporation, and those who held that 
those patents should be distributed on an equal basis to the citizenry 
of the United States. All patents obtained by the corporation prior 
to the arbitrary date designated were declared public prope rty open 
to public license by the Office of Alien Property, nee t to the nominal 
registration fee required; while those subsequent to this date were 


%? Annual Report of American Bar Association, 1943; Report of Committee on Custody and Management 
of Alien Property; approved by House of Delegates 
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declared to be the property of the corporation. The arbitrary date 
chosen in this sale of Schering Corp. is of no particular significance in 
this report other than to demonstrate the conflict which has existed 
in the Office with regard to the sale of vested going enterprises and 
the delay in the sale of these enterprises which “has been occasioned 
by reason of this conflict whenever the question has arisen. 

In March 1952 the Schering C oes stock was sold by the Office of 
Alien Property. Shortly thereafter it was marketed to the public at 
$17.50 per share. As of September 15. 1953, it had fallen o $11.13 
per share. 

The subcommittee is given to understand that the corporation is 
now petitioning the Office of Alien Property to review the restrictions 
which were placed in the contract of sale with respect to the treat- 
ment of the company’s patents as hereinbefore discussed. It seems 
to be doubtful that the failure of this business to forge ahead and to 
become an increasing competitive factor in the drug business of the 
United States is to be found in the restrictions placed upon the use of 
its patents by the purchasers. 

This conflict of opinion has not been resolved and apparently no 
solution is available under the law as it exists today. 


CONCLUSIONS AND RECOMMENDATIONS 


The committee feels that the record set forth in this report clearly 
indicates that the policy of confiscation of individual enemy property 
located in the United States has been an unsound deviation from inter- 
national law and the historic policy of this Government. 

While the prospects of continued administration of alien properties 
for 50 or more years, estimated as required for the liquidation of the 
present program, is startling and the inequities visited upon American 
citizens and aliens alike is shocking, the inconsistency of the results 
of the administration of the Trading With the Enemy Act with the 
overall objectives of the foreign policy of the United States is the 
most glaring deficiency of the program. 

Appropriation by Congress of $3 billion for the economic rehabilita- 
tion of Germany looking to the creation of a bulwark of democracy 
against communistic aggression in the West and the expenditures of 
like sums for like purposes in Japan is completely inconsistent with 
the seizure of $506 million representing the private property located 
in the United States of citizens of the countries with whom we seek 
alliance. These individuals with economic and family associations 
in this country should be the ones to whom we could Jook for sympa- 
thetic and enthusiastic support. Today these individuals are alien- 
ated by a shortsighted policy. 

Furthermore, billions of dollars of American investments abroad 
and additional risk capital sought for the development of world mar- 
kets is jeopardized by this policy of confiscation which sets an unfor- 
tunate precedent for similar action against our own investors by for- 

eign sovereign governments. 

It is the conviction of the committee that legislation drawn with 
the purpose of eliminating confiscation of private property as a pro- 
gram of the United States will not only be consistent with foreign 
policy and private enterprise ideals of individual ownership but w “ill 
make possible the speedy liquidation of an administrative burden of 
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government and afford the equitable relief for which need has been 
demonstrated, 

The subcommittee, therefore, recommends that legislation be drafted 
which will eliminate the inequities, injustices and inconsistency in for- 
eign policy found to exist in the Trading With the Enemy Act and its 
administration. 

Such an objective may be accomplished by: 

|. Providing for the return of private property confiscated 
under the act to individuals not convicted of war crimes; hold- 
ing in trust property of individuals under the domination and 
control of governments of Communist and Communist satellite 
nations, 

2. Providing for retention of the property of former enemy 
governments. 

3. Providing for a reasonable and appropriate charge against 

property so returned as a reimbursement for custodial charges. 

4. Providing for adequate protection of claims pending against 
the confiscated assets. 

5. Providing the President of the United States with the dis- 
cretionary power, upon a finding of national interest, to dispose 
of alien holdings in property located in the United States to bona 
fide American purchasers, the proceeds of sale less custodial 
charges to be returned to the alien owners. 

6. Providing for the payment of claims under the War Claims 
Act of 1948 from sources other than funds of confiscated private 
property in order that there may be assurance of the satisfaction 
of all legitimate claims which are an obligation of this Govern- 
ment to its citizens. 

7. Providing as an addition to item 6, equalization of benefits 
to American prisoners of war taken in Korea with those granted 
to veterans of World War II. Payment of this moral obligation 
of the United States should be made by direct appropriation rather 
than conditioning such payment upon the adequacy of an already 
depleted and uncertain fund being administered by an entirely 
separate agency. 

Respectfully submitted. 
Everett McKiniey Dirksen, 
Chairman. 
Approved: 

Everett McKiniey Dirksen, Chairman. 

WILLIAM LANGER (with supplemental views attached). 

Rosert C. HeNprRIcKSON (with supplemental views attached). 

JoHN MArsHALL BUTLER. 

Estes Kreravuver (with supplemental views attached). 

Joun L. McCie.ian. 
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SUPPLEMENTAL Views or SENATOR WiuiiaAM LANGER, OF NortTH 
DAKOTA 


Senator William Langer, of North Dakota, chairman of the Senate 
Judiciary Committee and a member of the subcommittee, has 
requested the inclusion of supplemental views which are set forth 
in the following letter, which was addressed to the chairman of the 
subcommittee, and in a second letter to which he refers, which was 
addressed to the then Attorney General on January 2, 1953. 

Unitrep STates SENATE, 
CoMMITTEE ON THE JUDICIARY, 
January 26, 1954 
Hon. Everetrr M. Dirksen, 
United States Senate, Washington, D. C. 

DraR SENATOR Dirksen: Returned herewith is the committee print, Trading 
With the Enemy Act, final report of the Subcommittee To Examine and Review 
the Administration of the Trading With the Enemy Act of the Committee on the 
Judiciary, United States Senate, with my approval. 

I would ask that there be printed therewith a copy of my letter to the Attorney 
General of the United States dated January 2, 1953, since reference is made thereto 
in the letter to the Attorney General by the late Senator Taft of January 1952 as 
set forth in full in the report. My letter is as attached. 

And, further in conformity with a bill I have previously introduced in the 
Senate, I believe that there should be in the drafting of the first objective on page 
87 the provision that parties who have already made settlement with the Govern- 
ment may have the option of setting aside the settlement and receiving the 
property or proceeds of the sales thereof under section 5 upon the tender back 
of the proceeds of the benefits received by them under the settlement. 

With best wishes, I am 

Sincerely, 
Wituiam LANGER. 


(Letter dated January 2, 1953, from Senator William Langer (chair- 
man of the Committee on the Judiciary), to Attorney General James P. 
McGranery:) 

UNITED STATES SENATE, 
COMMITTEE ON THE JUDICIARY, 
January 2, 1953. 
Hon. JAmes P. McGRaAnery, 
The Attorne 4 General, 
United States Department of Justice, 
Washington 25, D. C, 

My Dear Mr. Arrorney GENERAL: For some considerable time past I have 
been concerned with the dangers in time of war of seizure of property of citizens 
and longtime residents of our country by reason of Trading With the Enemy Acts 
and legislation establishing the rights and duties of the Alien Property Custodian. 
I have adverted to it in my public remarks again and again and over a year ago, 
on October 18, 1951 (p. 18677 of the Congressional Record), I introduced in the 
Senate a bill (S. 2295 copy of which is attached. 

This bill would have provided that the Department of Justice should permit a 
trial on the merits in the Federal courts after the war of certain classifications of 
cases. These classifications would include actions for recovery of their property 
from the Government by American citizens where such property had been ac- 
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quired by the Government during the war under circumstances which suggested 
an overreaching on the part of zealous Government officials, imposing severe 
inequities and actual wrongs against our own citizens. 

This bill (S. 2295), to provide the rights of fair treatment in the courts of our 
country for our own citizens in such instances, was introduced by me as a sep- 
arate bill in substitution for an amendment to House Joint Resolution 289 sub- 
stantially to the same effect proposed by Senator Wiley, of the Judiciary Com- 
mittee, and adopted by the Senate Foreign Relations Committee and reported 
to the floor of the Senate for his committee by Senator Tom Connally. 

Such resolution was designed to end the state of war with Germany. The 
separate bill in substitution of this amendment was introduced and designed 
only to avoid delays in the closing days of the Congress in our official act ending 
a state of war with Germany and the withdrawal of the amendment was made 
solely to expedite consideration of the resolution itself. 

The proposed statute would have affected—as a particularly significant symbol 
of the whole problem—the well-known Halbach case (civil action No. 3425, U. S. 
District Court for the District of New Jersey— Elizabeth S. Halbach, etc., Trustees, 
etc. v. Jas. E. Markham, etc.). During the war the Department of Justice, after 
first seizing and claiming full title to the property known as General Dyestuff 
Corp. (all the stock thereof), purported thereafter to have purchased for an 
admitted fraction of the established value the rights of the Halbach children in 
the stock of the General Dyestuff Corp. so previously seized. This was effected 
by means and under circumstances which the former Alien Property Custodian, 
Mr. Leo Crowley, stated to be not alone a questionable but a probable illegal 
exercise by the Department of Justice of powers reserved exclusively to Con- 
gress—powers to appropriate Government funds which executive departments 
did not possess. 

I have heard many complaints for some period of time of unfair pressures 
being brought to bear upon American citizens in the seizure or other acquisition 
of properties in wartime. 

You will find in the Congressional Record of October 17, 1951, at page 13621, 
a very forceful and emphatic statement by Senator Wiley on the injustice done 
to the Halbach children as American citizens by the refusal and the efforts of 
the Department of Justice to bar them with technicalities from maintaining an 
action to have their rights in their property decided on its merits by the United 
States district court at Newark, N. J. 

The Halbach case particularly interested me because the so-called investigation 
of this very case for the Alien Property Custodian Office was made by E. Maine 
Shafer, a resident of my own State of North Dakota, residing then and now in 
“argo, where he is now vice president of Overhold Motors, Inc., Oldsmobile- 
Cadillac agency. 

Mr. Shafer has made an affidavit in connection with this investigation which 
is certainly available to vou. He stated under oath that in the year 1943 he was 
in the employ of the Office of Alien Property Custodian, working as an investi- 
gator, an analyst; that as such he was assigned to make an extended investigation 
of the affairs of the General Dyestuff Corp. with a view to determining whether 
the vesting of the stock of that corporation which had occurred in June of 1942 
was a proper vesting under the Trading With the Enemy Act. He was directed 
to do this by Leo T. Crowley, then the Alien Property Custodian, and was asked 
to ascertain in the complete history of the corporation, its stock, and the history 
ot its current and previous stockholders, and to report the factual findings thereon. 
He stated that there was a sharp attitude of hostility within the Treasury Investi- 
gators Section toward the General Dyestuff Corp. and Mr. Halbach. After 3 
months or more in the office of General Dyestuff Corp., studying the files, inter- 
viewing personnel, and other research, he and a Mr. Bledsoe having likewise 
evidence gathered by Treasury Department concluded and reported a lack of 
evidence to support the vesting of the General Dyestuff stockholder’s stock as 
described in the vesting order. This investigator reported that the vesting 
could not be sustained on the grounds that the Halbach trust was the property 
of nationals of a foreign country. 

This conclusion of the chief investigator and of Mr. Leo Crowley, the Cus- 
todian, was confirmed by a New York Federal court judge and jury only a few 
months after the introduction of my bill. 

Halbach himself was found innocent by a jury, before Judge Thomas Murphy, 
of Government criminal charges which, although technically indicting him for 
conspiring to divide world markets in a cartel agreement with a German concern, 
actually raised exactly the same issues of his German sympathies which the APC 
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tried to hang on him to justify seizing his daughters’ propertv. The verdict was 
returned after a trial of 15 days in which a special prosecutor was brought from 
Chicago to New York to try the case for the Government. You will find this all 
reported in the New York Times of January 26, 1952. 

The subsequent criminal case reinforeed my convictions that the Halbachs are 
being deprived of justice by too smart technicians in the Department of Justice. 
Therefore in continuation of my observation of the conduct of the Alien Property 
Custodian’s Office in the problem symbolized by the Halbach case I, together with 
Senator Wiley and Senator Smith, of North Carolina, and others, have recently 
been examining the present status of this Halbach matter in connection with the 
investigation of the Alien Property Custodian’s Office now being conducted by a 
subcommittee under the chairmanship of Senator Smith, of North Carolina. 

I find that the situation is that the Halbachs are struggling hard in the lower 
Federal courts to clear away the technical defense of the wartime purchase com- 
promise which the Department of Justice assiduously puts forward to keep the 
case from ever coming to trial on the merits. So far the Department has suc- 
ceeded in the lower court in its defense that the case cannot be tried on the merits 
because the Department of Justice compromised the Halbachs’ position by buying 
their stock from them at a wartime bargain after the Alien Property Custodian 
had seized it as of right. In view of the result in the New York Federal court 
this would almost suggest that the Government has lost faith in its own case 
on the merits and wants at any price or maneuver to prevent the Halbachs from 
coming to trial on the merits. 

[ should not think that was an attitude on the part of subordinates in your 
Department of which you, having been a Federal judge yourself, would approve 
if you would look into the matter yourself. In vi of the facts as Ciselosed in 
the extended remarks of Senator Wiley and of Mr. Leo Crowley in the Congres- 
sional Record and of the verdict of the New York jury in the nearest thing there 
has been to a trial on the merits—i. e., in New York—I should hope that you, a 
former Federal judge, would feel that particular effort should be made to keep the 
pathway to the courts open to protect the rights of native-born American citizens 
from the emotions and stresses and strains of war-period pressures. I should 
hope that vou would feel that the Department of Justice should incline more to 
find ways to let cases get into the courts for merit determination rather than to 
strain every nerve to keep cases out of the courts on technicalities. 

\ trial in the courts of the particular facts of the Halbach case rather than 
relief legislation which has to admit a generality of cases or of committee investiga- 
tion which raises irrelevant issues would seem really the American way to settle 
what has, I assure you, become in the minds of many Members of Congress a 
cause celebre. So much question has been raised about this matter, because of 
inexplicable contradictions in the conduct of the Alien Property Office toward 
Halbach, that it would be far more satisfactory from the standpoint of the relations 
of the Department of Justice to the public to have this case brought to trial on its 
particular merits, in a Federal court. Too much doubt has been raised in the 
minds of the general public and of many Members of Congress whether the 
Department is ducking the merits of this Halbach case to make it proper for the 
Department to persist in trying to prevent this case from coming to trial on the 
merits as to whether Halbach or his children were loyal to their country during 
the war 

These are the kind of issues which everyone who believes in the efficiency and 
fairness of the courts to reach the truth feels belong to a court—to be tried on the 
particular facts of the particular case—not be remedied by the generalities of 
legislation or the irrelevant issues that sometimes creep into committee investiga- 
tions. This particularly so since the issue has been raised a: to the legal power 
of the Alien Property Custodian’s Office to effect so-called compromises by paying 
out. unauthorized Government funds to purchase property after the Government 
had already vested such property in itself as a matter of right. 

Therefore, believing that in this particular instance and in cases of this category 
a court can more efficiently and finally dispose of the questions involved and 
protect the established rights of American citizens, I suggest that it would lift a 
large burden from this committee and your Department if you would by admin- 
istrative action, clearly within your power as Attorney General, clear away the 
technical obstacle to this preferable way of handling the Halbach matter. 

I feel, and I am joined by many colleagues in this feeling, that you should not 
insist on the technical obstacle to the trial of this case of the wartime high pressure 
purchase of the Halbach property. In order to convince the Congress and the 
public that the Department of Justice is above all interested in protecting the 
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rights of the individual American citizen, we feel that you should permit this 
Halbach case to be heard immediately by the Federal court on its merits and with- 
out regard to the kind of technical defense available to the Government in this 
instance. 

The nub of the matter is that the technical defense of ‘ purchase—compromise”’ 
available to the Government in this case was acquired under war conditions and 
pressures that in themselves removed the safeguards to justice of which our country 
is so justly proud. 

Surely the United States Government desires to take no unfair advantage of any 
of its citizens at any time. Equally certain, the Government of the United States 
can have full confidence in the fairness of its own judiciary If a branch of this 
Government in its zeal to further the cause of the war brought about a grave 
wrong it should be the first to wish to right it by a voluntary act on its own part 
in foregoing any technical advantage it might have acquired against its own 
citizens. It would certainly seem that the Department of Justice should desire 
such accepted fairness in the courts rather than require legislation the effect of 
which might be delayed to work injustice by the passage of time. Ernest Hal- 
bach himself is over 70 years old. His daughters’ property was confiscated over 
10 years ago. 

I sincerely hope that you can see your way clear to grant this request. 

With kind regards, I am, 

Sincerely, 
WILLIAM LANGER. 


SUPPLEMENTAL VIEWS OF SENATOR Ropert C. HENDRICKSON, OF 
New JERSEY 


Senator Robert C. Hendrickson, of New Jersey, a member of the 
subcommittee, has requested the inclusion of supplemental views 
which are set forth as follows: 


I return herewith the final report of the Subcommittee on the Trading With the 
Enemy Act with my general concurrence in the report and the recommendations, 
with the exception of that recommendation which relates to the return of World 
War II property sei ed by the United States to individuals not convicted of war 
crimes. Ido want to set forth these supplemental views in connection with such 
a possible course of action. 

lhe report recommends the return of World War II property seized by the 
United States to individuals not convicted of war crimes. However, I find that 
the report makes merely a passi reference to the int 
cerning assets owned by German in the United States and 
other Western Allied Nations. These agreements and action taken under them 
have committed the United States to a policy of retaining enemy property seized 
during World War II. 

The Paris Reparation Acreement of December 1945 was ente red into by the 
United States and 17 Allied Nations, other than Russia and Poland, for the pur 
pose of determining their respective shares of the assets available to them as 
reparation from Germany i substantial portion of these assets consisted of 
German-owned property located in the 18 countries which signed the s 
The signatory powers obligated themselves to hold or dispose of such property 
under their jurisdiction so as to preclude its return to German ownership or 
control. As far as the United States is concerned, its reparation from Germany 
has consisted almost exclusively of German assets under its domestic jurisdiction 

The World War II reparation program was designed to avoid the mistakes 
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made after the First World War. Reparation in the form of periodic payments 
was imposed on Germany after World War I. Germany was unable to meet the 
burden and eventually defaulted. In the meantime, a considerable amount of 


American private capital had been invested in Germany and had contributed 


indirectly to those reparation payments Germany was able to make—mainly to 
countries other than the United States 

It was clear after World War II came to an end that the greatest p 
aid which Germany required for survival would have to come from t 


art of the 
he United 


States. This country, therefore, desired a reparation arrangement which would 
avoid the indirect financing of reparation payments through its postwar aid to 
Germany. This objective was insured by the Paris Reparation Agreement It 


afforded reparation to the Western Allied Nations out of German assets, including 
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German external assets. The agreement, of course, provided for the retention 
by the United States of German assets located here, contrary to the past practice 
of this country. On the other hand it is recognized that the United States will 
make no future reparation claims against the German people and their economy. 
The policy of retention of vested German property, as reparation, was recognized 
by the Western German Government in the Bonn Convention of May 26, 1952, 
signed by that Government and by the United States, Great Britain, and France. 

“Subsequent to the Paris Reparation Agreement and pursuant to an authoriza- 
tion by Congress, the United States entered into an agreement sponsored by the 
Inter-Allied Reparation Agency in Brussels for the purpose of settling jurisdic- 
tional disputes among the Allies over German external assets. This agreement, 
which became effective on January 21, 1951, has led to certain payments to this 
country by the Netherlands and Denmark. Negotiations are continuing with 
these and other countries under the provisions of the agreement. None of these 
countries has returned seized German property. In addition, this country has 
received assets from Canada under an agreement made with that country and 
Great Britain on June 12, 1945, to resolve conflicting claims to German assets. 

“Legislation directing return of vested enemy property would run squarely 
counter to these international commitments. It would cause difficulties in regard 
to the property received by this country from Allied Governments and would 
make it impossible for the United States to turn over to these countries assets 
properly allocable to them. The proposed report ignores these complicating 
factors. 

“One other matter deserves special attention. In passing the War Claims Act 
of 1948, Congress in effect. approved and implemented the policy of the Paris 
Reparation Agreement. This act designated the vested German and Japanese 
assets as the source of payment of war damage claims by Americans and provided 
that German and Japanese vested assets should not be returned. The priority 
claims payable under that act, as amended, have already required the use of $210 
million of the proceeds of vested property. Return legislation would require not 
only reversal of the policy of the War Claims Act, but the replacement of the 
$210 million and of the amount of assets expended in administering the World 
War II alien property program. The funds for replacement could come only from 
the Treasury. 

“T believe that the matters discussed above are not treated sufficiently in the 
report. I suggest, therefore, that the subcommittee study the recommendation 
for return legislation in light of the foregoing, and that it consider the deletion of 
this recommendation from the report.” 


SUPPLEMENTAL VIEWS OF SENATOR Estes KEFAUVER, OF TENNESSEE 


Senator Estes Kefauver of Tennessee, a member of the subcom- 
mittee, has requested the inclusion of supplemental views which are 
set forth in the following letter: 


Pursuant to your request, I have examined the committee print of the final 
report of the examination and review of the administration of the Trading With 
the Enemy Act. I appreciate the tremendous amount of work and thought that 
you and the staff of the subcommittee have put into this report. Since the 
report is so voluminous and detailed and in view of vour desire to have it filed 
promptly, I offer the following comments at this time. They are made with 
the thought of furthering your constructive work in this matter. 

The report indicates that in 1943 the American Bar Association in a written 
report pointed out that ‘‘confiscation is contrary to the principles of law. It is 
contrary to our constitutional law principles and to the principles of international 
law.”’ I desire to draw your attention to a later and very strong report by a 
committee of the American Bar Association which reached a contrary view. The 
pertinent conclusion of this committee is contained in the last paragraph of a 
report reprinted in the hearings before the House Interstate and Foreign Com- 
merce Committee on H. R. 873, H. R. 1823, H. R. 1000 and H. R. 2823, 80th 
Congress, March 20-21, and April 21, 1947, at page 480. This report in its 
entirety was adopted by the American Bar Association house of delegates, Decem- 
ber 20, 1945. The conclusion of the report, which was signed by Mitchell B. 
Carroll, Ralph M. Carson, Christopher B. Garnett, John Hanna, H. H. Martin, 
William D. Mitchell, and Amos J. Teaslee, chairman, is as follows: 

“The United Nations are now establishing a method of suppressing aggressor 
nations, by use of sanction and threat of armed force. If the people of a potential 
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aggressor nation, who have investments abroad, know that, if defeated, they will 
lose that property, the knowledge will serve as a definite deterrant to aggression. 
On the contrary, if they may plant property abroad on the assurance that if their 
aggression fails, that property, carefully preserved for them, will be returned to 
them by the nations they have attacked, one check on aggressors is lost. Under 
modern conditions international public interest and peace will be served if private 
property of the citizens of any aggressor nation is subject to application to that 
Nation’s obligation to pay for the damage it inflicts on the people of the nations 
it assails.”’ 

I note that the report is critical of the selection of officials and directors of cer- 
tain captive corporations, fees paid to and received by such persons, and also 
fees paid for other corporate services such as legal, etc. The report sets out total 
fees received by specific firms or individuals over their entire years of service 
to the various corporations. The report states: ‘‘The fees necessarily resulting 
from these appointments ran into astronomical figures and indicate the necessity 
for future control of similar operations. * * *’ It might be well to consider 
whether the Government or the corporations under the control of the Government 
received value for the money spent. 

It seems to me that if work was done and things were accomplished for the 
amounts paid, the persons receiving such payments for their services should not 
be unfairly criticized. Such direct criticism is not borne out by other state- 
ments in the report to the effect that the administration of business enterprise 
and property ‘‘has been efficient and financially sound within the restrictive 
limits of Government operation.’ Further, as I recall from the earlier reports, 
many of these fees were lower than those paid for similar services prior to vesting. 

The report states that the subcon ttee determined ‘“‘that favoritism and 
political influence played a large part in the selection of individuals designated 
to pertorm services for business enterprises and property administered under the 
act.”’ Again I believe that it these individuals performed properly the services 
tor which they were employed, this type of criticism may well be unfounded and 
is certainly unfair. ‘The report recognizes this possibility by stating that while 
an individual appointed as president of one of the seized corporations had no 
business experience other than that gained by the average attorney, the firm, in 
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spite of this ‘“‘enjoved marked iccess which does credit to the efforts of tha 
individual.” This is certainly borne out by tne financial results obtained in t} 
case. ‘The company under his direction increased its net worth from $70,000 to 
$700,000 and earne 


This last figure must be compared with a $14,000 loss tne first few months of the 
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1 $400,000 be’ore taxes in last fiscal year he was 





year he was appointed hat is the type of unbiased and constructive reporting 
for which I am sure we are all striving 
The report indicates by in/erence that it was wror wr the ] 


istration to look to their own friends for help Perpaps this is 1 
I notice on a letterhead of the New Jersey Republican Finance 
the year 1953 the names of Winston Paul and Elmer H. Ropst 
been made chairman o boards of General Aniline & Film Corp. and General 
Dvyestuff Corp., and Mr. Bopst bas been made a member o » board of General 
Aniline. I also understand that the firm of Sherburne, Powers & Needham, a 
Boston, Mass., law firm, has been named as general counsel for the Harvard 
Brewing Corp. 

While I have no quarrel with these gentlemen and feel confident that they are 
capable of performing tne services for which the Office ot Alien Property has 
employed them, [ merely cite tl 
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se cases to point up the fact that the re port we 





are considering may be unduly harsh in discussing these matters. 

The report severely criticizes the handling of claims by the Office of Alien 
Property. ‘The report indicates that the subcommittee has determined that 
there has not been a prompt adjudication of claims. The statistical data included 


in the report support this statement. It may be well to point out, however, that 
over the years the Office of Aliet Property consistently requested both the Bu- 
reau of the Budget and the Congress to authorize additional personnel so that 
claims could be expedited. 
The report also indicates that the committee finds that ther has been no 
j 


equitable adjudication of claims. The report cit several cases in order to 
prove this finding. The cases are what a lawyer might call ‘“‘hard” case How- 
ever, no claimant in any situation who has had his claim refused or turned down 
believes that he has been equitably treated. That is a human failing. 


In this connection, it is pertinent to note the language of section 39 of the 
Trading With the Enemy Act, which reads in part: 
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‘‘No property or interest therein of Germany, Japan, or any national of either 
such country vested * * * shall be returned to former owners thereof or their 
successors in interest. and the United States shall not pay compensation for any 
such property or interest therein * * *,’’ 

It seems to me that the Department of Justice with the very rigid act under 
which it had to operate accomplished, all things considered, a pretty fair job. 

l am sure that mistakes were made. This is understandable in any large 
undertaking. The time and effort expended by the Congress and its committees 
on this problem is, in itself, an indication of the magnitude of the task. I sin- 
cerely hope that constructive legislation will result from this survey. 

As to the conclusions and recommendations of the report, I believe that the 
subcommittee should give considerable additional study before changing the 
policy under which the properties were vested. With passage of the War Claims 
Act of 1948 the Congress approved the vesting policy. Since that time many 
international commitments have been made, including the Paris reparations 
agreement, the Bond Convention, the agreements with the Netherlands, Den- 
mark, and Canada. I understand this has been treated fully in a letter to you 
from Senator Hendrickson.) Under these international agreements funds have 
been turned over to the United States. What happens to these agreements and 
these funds if the policy is reversed at this time? 

In addition, many of these claims have been settled by compromise agreement 
in which the claimants have been paid a percentage of their original claims. I 
am wondering if these recommendations would reopen these closed cases, and 
if not 1 am wondering if it is fair to the claimants who have settled amicably 
for these additional claimants to come in on an entirely different basis and 
footing. 

I also notice that the reeommendations include a provision for the retention 
of the property of former enemy governments. Is there a sound basis for a differ- 
ential in the treatment of private property owned by enemy nationals and Govern- 
ment property? 

I have no desire to delay the filing of this report. On the other hand, I am 
sure that you and the committee share my desire to issue an unbiased and con- 
structive report. Accordingly, I request that this letter be included and printed 
as a part of the report. 











